Clearing House 


73,111 COPIES DECEMBER, 1930 


IN THIS ISSUE: 


Reserves—Past, Present, Future 
By ELBERT A. CARTER 


The Reserve System in the Repair Shop 


By JOSEPH STAGG LAWRENCE 


Where Savings Service Counts 
By FRED B. BARTON 


Customer Cultivation 
By R. E. CHAMBERS 


Our Municipal Borrowings Rise 
By BENJAMIN COLBY 


Garnishments— A Bank Nuisance 
By THOMAS J. MALONE 


A Magazine for Executives~Gounded in 1916 


he 
3s, 
he 
he 
ful 
ay 
ice 
ed 
he 
ito 
ng 
AS- 
on 
ist 
‘ho 
bia 
es. 
ons 
sts 
‘ho 
re- 
tor 
the 

It 
ny 
lie 
on- 
of 
ing 
tal 
ore 
vay 
ere 
ant 
on, 
1 of 
ry. 
ued 
ad. 
| in 
gas ¥ 
ued 
nd in ; 
osely. 
posits ; 
cles 
age. 


[ Account Analysis and Development 


Simple 


O paraphrase the old time miner 

who said, ““There’s gold in them 
thar hills,” we say, ‘“There’s business, 
new business, profitable business buried 
in your files.” ‘The problem is to 
reveal the facts. The solution of the 
problem is the province of the Moran 


FactFinder System. 


The simple operation of the Moran 
FactFinder System in your 


ystem that says 


New Business 


remaining 70%, from one-quarter to 
one-half are eligible for additional 
services. ‘These facts are based upon 
a study of their accounts through the 
records in the departments with which 


they do business. 


present central file equipment 
will disclose a surprising num- 
ber of new sales opportunities; 
it will lessen the labor and dif- 


While comparatively new, the 
Moran FactFinder System has 
already proved its outstanding 
value—and this at a cost ap- 


proximately half that of any 


ficulty of making sales studies; Jee Sieese comparable system now on the 
ac indger 
it will stimulate the pursuit System market. In banks where it is 


of undeveloped channels for 


will disclose 
hidden sources 
of ne in your 

type File 


now in operation it is revo- 


profit making. It “bores 
within” for the hidden pay streaks. 


An analytical study of many thousands 
of accounts in banks reaching from 
coast to coast reveals that on the 
average only 30% of the customers 
in any given bank do business in more 
than one department, and that of the 


lutionizing the new business- 
getting methods. 


An inquiry from your bank will bring 
you complete details regarding the 
Moran FactFinder System—the mod- 
ern and efficient way of revealing new 
profit sources and how to capitalize 
upon them. 


B. T. MORAN 


INC. 


A Comprehensive 


Service for Banks 


WRIGLEY BUILDING, CHICAGO 


New Business Plans 


Central Sales File Systems 


Accrual Accounting and Audit Control ] 
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What Price Small Loans? 
Sirs: 

We have read with a great deal of inter- 
est the article by Mr. Howard Wright 
Haines, entitled ‘“‘Our $81,000,000 Small 
Loans’ which appeared in the October 
issue of The Burroughs Clearing House. 
We note, among other things, Mr. Haines’ 
statement that “expenses average from 24% 
per cent to 3 per cent” and that “one man 
with an assistant can handle $40,000 in 
loans per month.” 

As you know, Morris Plan Banks are the 
pioneers of the business Mr. Haines is 
discussing and have been steadily engaged 
therein for more than twenty years. During 
that period more than 7,000,000 loans 
have been made whose total aggregates 
more than $1,250,000,000. More than 
$200,000,000 will be loaned this year by 
107 Morris Plan Banks which operate 180 
offices in 148 cities. 

The experience of these banks, special- 
izing over this extended period with this 
tremendous volume of loans, does not bear 
out the statement that expenses are as low 
as those quoted by Mr. Haines. 

We wonder if proportionate overhead, 
such as rent, lights, auditing, stationery, 
advertising and services of messengers and 
executive supervision, have been taken 
into consideration in determining the 
expense of those departments. 

The statement that two men can handle 
$40,000 in volume per month seems to 
indicate that the collection of the many 
necessary payments is made by the savings 
departments. The cost of collecting these 
payments may be charged to the savings 
departments, which may explain the low 
operating figures quoted. Nevertheless, 
the collection of these payments is neces- 
sarily a part of the personal loan depart- 
ment and this considerable cost of collec- 
tion should be considered in arriving at 
the operating cost of that particular de- 
partment. 

We believe that The Burroughs Clearing 
House is published in the genuine interest 
of the banking —- Therefore we 
have taken the liberty of discussing these 
statements which we feel might be mis- 
leading to some of your readers. 

A very fair presentation of this subject, 
and one which 1s based on actual experience 
in this business over a period of years, 
appears in a paper read before the American 
Bankers Association meeting in Cleveland 
this fall and was delivered by R. B. 
Umberger, vice-president of the Personal 
Loan and Savings Bank of Chicago. You 
will be interested in it. We hope Mr. 
Haines also has an opportunity to read it. 

Assuring you that this letter is written 
in a co-operative spirit, we are, 


GEORGE M. Secretary-Treasurer 
Morris Plan Bankers Association,St. Louis 


Sirs: 

I now have several reports on hand from 
large banks which have analyzed the costs 
of their small loan departments very care- 
fully. They run from 3 per cent to 51% per 
cent. In accordance with the Morris 
Plan’s suggestion that estimating the costs 
too low may tend to misinform bankers 
and later cause them unexpected losses, I 
am going to report costs from now on at 
the highest figure submitted to me to date, 
or 5.54 per cent. This figure does not in- 
clude the cost of money. 


Howarp WriGut Haines, Cashier 
First State Bank, Kansas City, Kansas 


HERBERT SHRYER 
F 


of reserve investment 


American banks 


N. V. FARRELL 
Eastern Representative 
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Spanish Fiasco 


Sirs: 

We are considerably intrigued by the 
picture on Page 29 of your current issue 
(“With the Camera,” October, showing a 
window display of the Spanish National 
Bank in Madrid) where the $20,000,000 
worth of gold coin is piled on a kitchen 
table. I wouldn’t be interested in seeing 
the gold but I would like to see the table. 
As far as scales are concerned, it must be 
some table. 


F. O. Carr, Cashier 
First National Bank, Wichita, Kansas 


For the information that that much 
gold would weigh approximately thirty 
tons, we are indebted—too late —to 
Guaranty News which also printed the 
picture, but estimating the weight of 


$20,000,000 gold, thus rebuking Inter- 
national Newsreel Corporation which 
supplied the photograph and appended 
the $20,000,000 caption. Say we: It’s 
the principle of the thing — not the heft. 


See Page 10 


Sirs: 

In The Burroughs Clearing House, August, 
1930, reference was made to sub-agency 
banking in Canada. Having been attached 
to the staffs of four of these embryonic 
banks, I have undertaken to combine a few 
incidents from my experience in the sketch 
*“Monday, Wednesday and Friday.” 


IAN GALT 
Bank of Nova Scotia, Toronto 
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A night alarm in 
the late fifties 


Ounces of Prevention 
Tons of Saving 


ENJAMIN FRANKLIN, in his famous “Poor 

Richard” proverb, underestimated the value 

of “an ounce of prevention.” When it happens to 

be an ounce of fire prevention, such an ounce is 

worth not only “a pound of cure” but a great 
many pounds of property owners’ dollars. 


Here is the way it works. When 
a group of property owners, insured 
in a mutual fire insurance corpora- 
tion, exercise care to prevent fire, 
the reduced fire losses benefit every 
policyholder directly. 

And the reason for this is that the 
saving effected by a mutual com- 
pany is passed on to the policy- 
holders, in annual dividends. 


of dollars. 


An Unparalleled Record 


15 leading, legal reserve companies under State 
supervision constitute the Federation of Mutual 
Fire I Compani The oldest Federa- 
tion pany was founded in 1752. Five others 
are more than 100 years old. 


Of the remaining companies— 
9 are between 75 and 100 years old 
10 are between 50 and = 75 years old 
30 are between 25 and 50 years old 
20 are between 10 and 25 years old 


The Federation companies are protecting prop- 
erty to the extent of six billion dollars — have 
assets in excess of ninety million dollars — have 
returned to policyholders savings of more than 
one henieel and thirty millions of dollars. 


A mutual company is owned by its policy- 
holders and operated for their good exclusively. 
The dividend savings received each year by 
mutual fire policyholders run into many millions 


To the individual property owner it means a 


saving of 20% or more on the cost 
of his fire insurance. 

The mutual plan of fire insur- 
ance, and it is the oldest plan in 
operation, is outlined and explained 
in an interesting booklet, available 
on request. Address Mutual Fire 
Insurance, Room 2203-D, 180 
North Michigan Avenue, Chicago, 


Tlinois. 


MUTUAL 
COMPANIES 


FIRE 


In writing to advertisers please mention The Burroughs Clearing House 
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Past, Present, 


Visioning Official 
State Research to 
Aid Banksin Formu- 
lating Policies of 
Reserve Investment 


cBy Elbert A. Carter 


Federal Reserve Bank, Cleveland 


NE of the ever-recurring comparisons frequently 
O heard is that which shows our present banking 
system in an unfavorable position when compared 
to those of Canada and European countries. Before any 
conclusions regarding our banking system can be reached, 
it should be admitted that there exist some very good 
reasons for such banking development as we have in the 
United States with its present trials and tribulations, not 
the least of which are the forty-eight states in addition to 
the Federal Government attempting in the best interests 
of the public to supervise and control the business of 
banking. 

Probably the best illustration of the fundamental 
difference in banking in this country and abroad is found 
in that portion of our statutory banking laws that requires 
a bank to maintain in designated form a fixed percentage 
of deposits commonly known as reserves. Very few 
countries have laws requiring other than their central bank 
to maintain reserves, of any kind. The history of bank 
reserves in the United States demonstrates most forcibly 
the gradual evolution from a business developed and 
conducted upon the results of experience of trained 
bankers, to our present conceptions wherein we now look 
to our governmental bodies for the solution of many 
questions of policy and management that now confront us. 

Any banker can readily determine his reserves upon 
any given date, and the chances are that ninety-nine out 
of every hundred bankers will compute their legal require- 
ments on that day according to the laws under which the 
bank operates. Statutory enactments have affected the 
ideas of this generation of bankers regarding their reserves 
to such an extent that many now rely implicitly upon the 
law requiring them to keep a certain percentage of their 
deposit liability as a reserve, with the result that they 
frequently overlook the significance of the term “‘reserve”’ 
which has an altogether wider meaning than their concep- 
tion of the purely legal reserve required by banking law. 

The history of our banking development from the idea 
of maintaining such reserve assets as were dictated by 
experience and policy, to the present accepted status of a 
legal requirement dictating the amount of reserves, is 


GIRARD'S BANK, LATE THE BANK OF THE UNITED STATES 


Third Street, Philadelphia 
{From an Old Engraving, 1800) 


The first Bank of the United States 


another demonstration of the questionable faith of the 
American people in the ability of a statute to provide the 
answer for a complex economic or social problem. In 
tracing the origin of our ideas of a reserve to the estab- 
lishment of a fixed percentage of liabilities as a basis, we 
are forced to go back to the early days of banking in this 
country soon after the adoption of the constitution. 

Banking in these early days resolved into three classes — 
banks of deposit, banks of discount, and banks of issue. 
Since the banks of issue were in the great majority, when- 
ever the subject of banking was discussed, it was prin- 
cipally the question of note issue that was considered. 
The successful bank was the one that was able to keep 
outstanding the greatest volume of its own circulating 
notes maintaining a semblance of redemption at par when- 
ever these notes were presented at their counters. Bank 
deposits were small, checks were seldom used and the 
instruments through which the business of the country was 
transacted were bills of exchange, drafts and notes. A 
great volume of everyday commercial transactions were 
handled through the medium of bank notes. Naturally 
the pressing question was that of the convertibility or re- 
demption of the bank notes into actual gold or some other 
acceptable circulating medium by the banks. 


PURELY as a matter of protection to themselves, the 

banks of issue were forced to maintain a certain mini- 
mum of specie or acceptable circulating media in their 
vaults to redeem their own notes when presented at their 
counters. 

After some years this practice had the effect of custom 
and ultimately laws were passed by certain of the states 
requiring a fixed percentage of the note issues to be 
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maintained by the issuing bank in recognized circulating 
medium for redemption of its notes. This requirement 
was based upon the theory that holders of bank notes 
became such involuntarily in the course of business and 
consequently were entitled to the protection of a reserve 
to be held by the banker until it should suit their con- 
venience to present the notes for redemption. 

During this period of banking development deposits 
were considered as actual deposits of cash. The idea of 
bank deposits being a creation of circulating medium 
arising through the discount of bills and promissory notes, 
was not generally accepted as a theory nor was it then a 
general business practice. The popular method of dis- 
counting notes and bills was the practice of the discounting 
bank making the transaction an occasion for an issue of its 
notes covering the proceeds of the loan. 

As bank deposits increased and the subject of note issue 
became of less importance, it was recognized that banks 
could create credit and deposit liability through the dis- 
count of promissory notes and bills. Bank deposits con- 
tinued to grow and become a factor in the business life, 
and it was finally accepted as a fact that bank deposits 
were in effect a form of circulating medium as much as 
bank notes. Probably its recognition emphasized the fact 
that holders of bank notes, depositors and often holders of 
checks, were in much the same position as creditors when 
it came to the liquidation of these obligations —another 
step toward the idea of a specie reserve against deposits. 


The First Reserve Law 


The first and second banks of the United States came 
and went, leaving their impress upon the banking prac- 
tice of the country, and still the means of liquidating bank- 
ing obligations was the paramount question confronting 
the business world. It was in 1842 that the Louisiana 
Bank Law was passed, the first statutory requirement 
making it mandatory for banks operating in Louisiana to 
maintain a fixed amount of reserve in specie in their 
vaults. The Louisiana Law, recognizing the liability not 
only for bank notes, but for deposit liability as well, was 
changed in 1846 to require Louisiana banks to maintain 
one-third of their total liability to the public in specie as a 
reserve. This was the first law to recognize not only note 
liability, but also 
deposit liability 


THE BURROUGHS 


he Reserve 


cBy Joseph Stagg Lawrence 


Author of “Bank Concentration in the United States” 


HE recently concluded convention of the American 

Bankers Association again emphasized the state of 

ferment in which American banking today finds 
itself, a state which may lead to far-reaching changes 
in the structure and operation of our Federal Reserve 
System. The signs multiply. Throughout the winter and 
spring, the Currency and Banking Committee of Congress 
held hearings on the subject of branch, chain and group 
banking. This fall the corresponding committee of the 
Senate will commence deliberations on the same subject. 
The Comptroller of the Currency has repeatedly called 
public attention to the need of greater recognition and 
sympathy for the urge of the banks to expand. Last 
spring the Chamber of Commerce of the United States 
addressed a referendum to its membership soliciting its 
views on certain proposed changes in the system. Unless 
the portents deceive us, changes are imminent. 


[¢ is probable that at least five amendments to the 
Reserve Act will be found on the legislative agenda for 
the coming term. These five subjects, arranged in the 
order of probability of definite action, are branch bank- 
ing, a different distribution of Reserve bank earnings, re- 
pression of speculation, the presence of the Secretary of 
the Treasury on the Federal Reserve Board and the legal 
recognition of a de facto central bank instead of the 
present system of twelve ostensibly autonomous regional 

banks. 
The issue of branch banking has been smoldering in 
this country for many years. The subject has always 
been intensely 


controversial and 


of the banks as 
equally impor- 
tant. In the 
North, however, 
banking thought 
was somewhat at 
variance with the 
Louisiana idea as 
illustrated by the 
Massachusetts 
Legislature where 
in 1840 a joint 
committee re- 
ported that it 
would be uncon- 
stitutional to re- 
quire banks or- 
ganized under the 
laws of Massa- 
chusetts to keep 
a 10 per cent 
specie reserve on 
hand, since the 
banks were or- 
ganized under the 
law which orig- 


provocative of 
strong feeling. 
On the one hand, 
unit banking has 
been identified as 
the palladium of 
American indi- 
vidualism, indis- 
pensably conso- 
nant with that 
vague shibboleth 
“the genius of 
the American 
people,” bespeak- 
ing sympathy 
with local aspira- 
tions and posses- 
sing that under- 
standing faculty 
necessary to serve 
the community. 
On the other 
hand, most of the 
ills from which 
American bank- 
ing has suffered 


inally made no 


© EWING GALLOWAY 
here operates the Bank for International Settlements, in Basle, Switzerland 


(Continued on page 32) 


have been attrib- 
uted to the unit 
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System the Repair Shop 


A Few of the Controversial Provi- 
sions of the Act Up to Congress 


bank, the mass failures of thou- yy 
sands of banks in the past decade, 
inability to adjust itself to the 
pace of modern commerce, immo- 
bility of funds, absence of broad 
vision and a crazy-quilt structure 
of community interest rates. 
Branch banking in contrast has 
been exalted by its advocates. 
Its safety, its ability to provide 
ample credit and expert services, 
the caliber of its management and 
the uniformity of its practice have 
all been presented to the public 
with a thousand flattering touches. 
In this controversy it is difficult to 
strike a point of balance or discover 
a solid substrata of unquestioned 
fact. 

Nor are the studies now under 
way likely to offer a solution. The 
annual reports of the Economic 
Policy Commission of the American 


Bankers Association, particularly 
the last two, have been painstak- 


\ qualities of any system of branch 


banking, as opposed to unit bank- 
ing. We have forgotten, it seems, 
that this country once had a net- 
work of state banks with branches. 
Our two previous central banks 
both had branches. In 1837, the 
collapse of an inflated speculative 
boom precipitated an _ epidemic 
of failures which has never been 
equaled in this country and only 
approached by the failures of the 
last decade. It was then thought, 
strangely enough, that the branch 
system was responsible and that 
salvation lay in unit banking. 
Most of the states withdrew branch 
banking privileges and when the 
National Bank Act was passed dur- 
ing the Civil War, branch banking 
was forbidden. 


E probably erred at that time 
in attributing our banking 
Yj troubles to the form of our banking 


ing and exhaustive in their state- 


© INTERNATIONAL NEWSREEL 


ment of the actual progress of the Eugene Meyer, newly appointed Governor of the Federal 


Reserve Board to succeed ww, oe Young. Mr. Meyer is 


concentration movement. Formany 
good reasons, no qualitative an- 
alysis ever accompaniessuch reports. 
The Federal Reserve Board has been working on the sub- 
ject for many years. From time to time the Bulletin has 
presented reports of progress. Here again we always 
learn of the latest toll of unit banks, of the precise 
strength of the growing systems, their distribution and 
form. Nothing do we find of the welfare and economic 
aspects of the movement. Yet those are precisely the 


problems on which the legislator needs more light. The . 


hearings before the House Committee on Banking and 
Currency have been somewhat better. The various wit- 
nesses have been competent and frank. Unfortunately, 
the best of them—men like Giannini—have such vital 
interests at stake that their views must be substantially 
discounted. 


‘THE Comptroller of the Currency, the Federal Reserve 

Board and the Currency and Banking Committees of 
Congress have displayed concern partly because the catas- 
trophic volume of bank failures has been a reflection 
upon their supervision, although they could not in fair 
reason be held responsible for any part of this tragic 
mortality. They have also been disturbed because the 
movement toward consolidation has proved an attractive 
magnet to lure banks from their national charters and 
membership in the Federal Reserve System to the more 
tolerant canopy of the state banking laws. There is some 
fear, not shared by Federal Reserve authorities, that a 
continuation of the movement may result in the emascu- 
lation of the central bank. 

A word of caution is necessary about the thaumaturgic 


also an important member of 
Committee to deal with unemployment 


organization, even as we may be 
making a similar error today. Most 
esident Hoover'sCabinet Of our bank failures during the last 
ten years have occurred in twelve 
states of the South and West where 
regional distress, the collapse of local booms or an excessive 
number of banks, may offer adequate causes for failure. 
That size is not alone, possibly not at all, to blame is indi- 
cated by the banking history of Maine, Vermont and New 
Hampshire during this period. The banks in these com- 
monwealths are of the country variety, small and catering 
to local needs. There have been only five failures in these 
three states during the last decade. While it may prove 
desirable to grant our banks the same measure of freedom 
in growth and alliances as is granted to other enterprise, 
it does not follow that our banking troubles will cease. If 
there are economies and new sources of profit in large scale 
banking which can be exploited without harm to the public, 
the fact should be ascertained by Congress before it 
takes action. 

The second object of Congressional attention may be the 
re-apportionment of the earnings of the Federal Reserve 
banks. There has been an anomalous situation here ever 
since the system was first established. The member banks 
own all the stock of the twelve Reserve banks. According 
to proprietary law, they are the owners of the system and, 
were it not for specific statutory provision to the contrary, 
would have the right to all the income from the instru- 
ments so owned. The normal: position of the law is 
fortified in this case by another consideration. 

The member banks contribute practically all the busi- 
ness from which the Reserve banks make their earnings. 
The law stipulates that these member banks —the owners 
and only profitable customers of the Reserve banks — 
should receive no interest on their deposits and only 6 per 


(Continued on page 52) 
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onday, Wednesday and Friday 


A Tabloid of Life on the Staffs of 
the Sub-Agencies, Peculiar to Canada 


HAM!-—Portly Conductor 

Reed, who had just alighted 

from Grand Trunk No. 10, 
staggered under the impact of a hat- 
less youth who dashed round the cor- 
ner of the little station, satchel in 
hand and breathless. Scarcely had he 
time to recover his balance before a 
second lad in hot pursuit crashed, 
head on, into the pair, a revolver 
gripped grimly in his hand. Somewhat 
unnerved, the conductor hesitated and 
drew back. Then, with that unfailing 
good humor characteristic of most 
railroading men, he accepted the hasty 
apology offered as his attackers boarded 
the train and sank into the nearest 
seats to recover their breath. 

At approximately 8:30 each morning 
No. 10 paused at Big Bend, Ontario, 
and on Mondays, Wednesdays and 
Fridays John McLaren and Harry 
Grant, clerks in the local bank, came 
aboard bound for Pike Creek ten miles 
down the line, where they operated a 
sub-agency of the bank under the 
direction of their manager at Big 
Bend. On this particular morning 
No. 10 was on time. Not that No. 10 
was not usually on time, but her 
margin of error was sufficiently great 
that when the Federal Bank’s mail 
was unusually large or the ledgers 
took longer than usual to call, 
McLaren and Grant took a chance on 
No. 10’s schedule and on this occasion 
were almost left behind. 

The bank was on King Street, about 
a quarter of a mile from the railway 
station, and commanded a view of the 
hill over which the train approached. 
Hearing her whistle, McLaren snatched 
his bag and Grant the small bundle of 
books and began their 440-yard dash 
that ended abruptly against Con- 
ductor Reed with McLaren ten yards 
in the lead. The chase had been so 
spirited that Grant, feeling his revolver 
jumping half out of his hip pocket at 
every step, pulled it out and carried it 
in his hand until he reached the depot, 
thereby saving his weapon at the 
expense of Reed’s nerves. Thus did 


By Ian Galt 


Bank of Nova Scotia, Toronto 


Atypical staff (of two) setting forth for the ‘‘Sub”’ 

with their entire st -in-trade. bove and 

below: two views of ‘‘Pike Creek’’ (which is not 

its real name) and still operating in the same 

building. The photographs were taken between 
1915 and 1918 


these young men, bankers in northern 
Ontario, travel to their work, while in 
Toronto their colleagues of the Federal 
read their morning papers on street 
cars or sought parking space not too 
far from the bank. 

An engineer not familiar with the 
No. 10 run might have left Pike Creek 
far behind and so have disorganized 
the delicate Machinery of Finance. 
But the bankers alighted, exchanged 


greetings with the section foreman and 
the postmaster, whose duties included 
the carrying of the lone mail bag to and 
from the station. It was late October, 
and cold. The bankers made a fire in 
the big box stove and prepared for 
custom. Fifteen hundred dollars, more 
or less, constituted their immediate 
resources. Had this been the Grand 
Trunk pay-day, they might have had 
a thousand more. They had a pad of 
bank money orders, two promissory 
notes, due, to be presented for pay- 
ment, a small ledger and several other 
accessories to complete their kit. 

Their morning’s business done, the 
cash was returned to the satchel, the 
fire replenished, the door locked and 
the staff adjourned to the nearby 
hotel for dinner—no soda-fountain 
lunch, for lumbermen, farmers, railway 
laborers and country bankers eat 
meals. With his cash resting securely 
beneath his feet, the teller-accountant- 
manager did more than justice to the 
thirty-cent banquet which old Seth 
Gowan supplied to the accompaniment 
of an ancient gramophone. 


HE meal over, a liesurely pipe en- 

joyed and the week-end news dis- 
cussed, the staff went uptown for the 
mail. ‘“‘Mick,” the postmaster, who 
always suffixed the distinguishing ini- 
tials ““P. M.” to his signature, had left 
town to officiate as auctioneer at a 
farm sale, but his absence facilitated 
the dispatch of his duties by his 
daughter as half-a-dozen letters were 
duly delivered. 

Returning, the boys came upon an 
excited crowd such as congregates in 
the city at the scene of an accident. 
In the center lay Mick Maguire’s dog, 
stiff and trembling, the victim of 
poison. Sensing that horror which a 
mad dog always inspires, McLaren 
took counsel with the City Fathers 
and, drawing his revolver, made a 
merciful end of the suffering beast. 
His curiosity satisfied, his duty done 
and half his ammunition in reserve for 
possible defense, he summoned his 
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assistant and returned to the office. 
News travels speedily. Scarcely had 
the three .38 slugs found lodgment in 
the brain of Mickey’s dog, than all 
Pike Creek was agog. By threes and 
fours the boys trooped up towards the 
school; few failed to peer in at McLaren 
and Grant coolly opening their six 
letters and disposing of their contents, 
scarcely aware of the awed remarks: 
it on his desk?’ —‘‘Yeah, that’s 
it.’ —“‘Sure, that’s what the Banker 
shot Mick Maguire’s dog with.” 


ANP so the day wore on. The flies 

buzzed stupidly against the windows. 
Grant industriously split firwood by 
the back door while the local Socialist 
with the Cockney accent lured his 
colleague farther and farther beyond 
his depth in the sea of economics and 
what not. Two-thirty came, and two- 
thirty is the same in Pike Creek as it 
isin Toronto, or Montreal, or Chicago. 
Business picks up then on even the 
quietest days. The argument and the 
ax were put aside and until three 
o’clock all departments—that is to 
say, both McLaren and Grant —were 
kept busy enough. At 3:10 the day’s 
work was balanced and in the satchel 
and there were still two hours or more 
to wait for the return train. Pike 
Creek no longer yields fish; game is 
not as readily brought down with a 
pistol as is a poisoned hound and so 
the remainder of the afternoon had 
yet to be disposed of. 

Thirty-three miles west of Pike Creek 
lies the struggling pioneer settlement 
Twice weekly a stage- 
coach carried mail, merchandise and 
passengers from Rouleau to Pike Creek 
or back again —a stage coach after the 


manner of Ford’s Model T but no less 
important by reason of that. Never 
was the arrival of a crack express more 
eagerly anticipated than that of the 
Rouleau stage. The stage had just 
arrived and the bankers—bank in 
hand, for their office boasted no safe — 
again visited the Post Office for any 
letters that might have come from the 
western settlements. 

There were two. The first contained 
a “‘Resolution” from a rural school 
board purporting to authorize the 
signatures of their secretary and treas- 
urer on behalf of the board —required 
for the operation of their bank account. 
It was, in fact, the entire minutes of 
their meeting transcribed in a script 
so unmistakeably German that the 
lads could scarcely decipher it. 
“Moved by Harry Caspar that we 
don’t hire Miss Stanley for another 
year till we hear from Joe Hummell’s 
daughter ‘ Moved by Carl 
Hauffer, seconded by Sam Wright 
that we buy an ax handle. Carried.” 

Having perused this document with 
mixed perplexity and amusement, the 
bank officers next opened a letter from 
an old farmer who lived ten miles be- 
yond Rouleau. It was as follows, 


- though the printed page does in- 


justice to the script. 


Mattamack, October 23, 1929. 


The Manager of Bank Pike Creek. 
Dear Sir 


I ordered a case of Wisky for me & the 
Nabors. they asked for the Money or a 
Marked check which I havent got so I 
tould them i migtt need what change I 
have and have no Marked check and 43 
miles from the Bank an unable to go there 
So I asked them to send the Wisky and 
send the bill to the Bank. i hope I havent 


done anything rong as I do not under 
stand the Banking sistum 

The order went to the Great West Wine 
co PO Box 99 Montreal Que I asked them 
to have it sent on by the Rouleau and 
Mattamak Stages. would it be asking to 
much of _ to look it up and send it on 
ay the Express and Rouleau stage and 

will settle with Mattamak will you notice 
that it is not opened and ali ok 

I had twin Lambs come on the 22nd three 
weeks before there time through the hew 
—_ over a fence with a deep drop on 
ar side when I found them thy war nearly 
preshed with Cold a little Wisky weckened 
down and warmed in my mouth and given 
to them livened them up. Who can say 
Wisky is no good when it saved the life of 
my two lambs thy ar dowing fine althow 
the mother as not a spot of milk or seems 
likely for some time my son Wilber & his 
wole house is down sick with the flue or 
something I would be glad if you could 
hury the Wisky in as there is none round 
here = a little would be good for the sick 
people 

ours truly Chris Lang. 

if you could let me know when to look 
for it a Bottle the Co sent me I did not get 
or here anything of it 


Metropolitan bankers who chafe 
under the burden of gratuitous and 
irksome “banking” services, may con- 
sole themselves that at least they have 
not yet been called upon to contravene 
the prohibition laws or the Provincial 
Liquor Control Acts. 

A sense of humor, so essential in the 
economy of all men, is of particular 
value to a banker. The afternoon 
soon slipped by. Pike Creek turned 
out in strength to watch the evening 
train which carried McLaren and his 
staff back to Big Bend. 

In Toronto, great steel doors swung 
slowly on their hinges and the rumble 
and roar of traffic surged north and 
east and west. The day’s work was 
done. Bankers were going home. 


(learer Skies for Bank Investment 


NVESTMENT skies are clearing 
for small banks. I know this to be 
the case, from the number of in- 

quiries that are reaching us through 
interviews and correspondence. 

Evidently the counsel of outstanding 
bankers, stressing before bank con- 
ventions and groups the most impor- 
tant subject of secondary reserves — 
giving, at the same time, a differenti- 
ation between classes of securities that 
may and classes that may not be so 
considered —is having wide effect. 

In few periods have the banks 
suffered more from depleted values in 
their bond portfolios than under the 
market that has held sway for months 
past. 

Even the best and most reliable 
originators and dealers, following all 
precedents and precautions for safety, 
have distributed some securities that 


By L. R. Ballinger 


Vice-President and General Manager, Fifth 
Third Union Company, Cincinnati 


are showing depreciated market today. 
The originators, for their part, had no 
possible means of foretelling or even 
remotely anticipating a depression, 


. which, in a flash, became world wide; 


while dealers and distributors, for their 
part, could of course do nothing better 
than follow the usual course in buying, 
which necessarily is to depend largely 
upon originators of high standing and 
unquestioned judgment and integrity. 
We are not yet far enough away from 
it to forget that the market for Liberty 
bonds of our government ranged 
widely under par for a long period of 
months. The best judgment could not 
foresee this! 


It is not this class of securities, 
however, that has inspired this article. 

More, I have reference to the hap- 
hazard methods through which a 
large number of banks, and particu- 
larly small banks, influenced by high- 
pressure salesmanship and avaricious 
tendency to big interest income, car- 
ried, as it were, coals of fire to their 
investment nests by acquiring, and 
regarding as secondary reserve, bonds 
that never did and never will deserve 
such a classification. 

The important lesson is being learned 
that something more than final liquida- 
tion value behind a bond must be 
included before that bond can be 
given the classification of secondary 
reserve, . . and that “some- 
thing” is general marketability. With- 
out this, a bond is no more than any 
local real estate mortgage, and really 


(Continued on page 30) 
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is not a policeman, but a friend. 


The doorman 
He holds the baby for dozens of 


of women customers 


T has been a hard year to sell sav- 
ings. Always a passive and lone- 
some sort of thing, a savings ac- 

count has come to be regarded as 

meaner to sell than life insurance or a 

church membership. And harder yet, 

of course, to maintain. 

Yet the Home Savings Bank of 
Boston is able to keep savings depos- 
itors coming in goodly numbers. Sur- 
prisingly enough, it employs no house- 
to-house canvassers, holds no pep 
contests, awards no prizes and gives no 
souvenirs with new accounts. 

Yet the business comes. The secret 
lies, I was told, in taking extra good 
care of the customers they have so that 
each will send a friend. Everybody in 
this bank is service-minded. Lindley A. 
Bond, assistant treasurer, explains how. 

“When a depositor enters this bank,” 
says Mr. Bond, “he finds that every- 
body smiles. The officers are right out 
where they can be seen and spoken to. 
The doorman is not a policeman but a 
friend. He holds the baby for dozens 
of women customers while they make 
their deposit. 

“Our clerks and tellers are always 
willing to listen to a _ depositor’s 
troubles. We don’t lead anyone on to 
do more talking, but we do listen 
respectfully until he has eased his mind. 
Often, of course, we are able to find 
some way to help.” 

“But doesn’t this add to your cost 
of doing business?’”’ I asked. 

“Far from it,’’ answered Mr. Bond. 
“Considering the activty and the size 
of our bank, we believe we operate 
with fewer tellers and counter clerks 
than do most savings banks. Friendli- 
ness takes time, to be sure; but not 
every depositor pours out a tale of woe 
every time he enters the bank. 

“To permit our clerks and tellers to 
be leisurely when occasion demands, 
we make everything convenient for 
speedy service. Each clerk can handle 
almost any transaction without calling 
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Savings 


SERVICE Counts 


How a Boston Bank Demon- 


strates That All New Busi- 
ness is Genuinely Welcome 


cBy Fred B. Barton 


for help. Much of the routine work is 
done by means of a few printed forms. 

“Thus our withdrawal slips are al- 
ready printed in $5 denominations 
from $5 to $75, and then in hundreds 
up to a thousand dollars. Any odd 
amount, such as a withdrawal of the 
semi-annual interest or possibly a 
draft for sufficient cash to pay the gas 
bill or the mortgage interest, is written 
out on a blank, but the printed forms 
meet most of our needs. They are 
obviously quicker and eliminate some 
chance of error. 

“Each clerk can also handle the de- 
tail necessary to finger-printing and 
identifying a depositor, where this is 
necessary Each clerk can also handle 
loans to depositors. This, by the way, 
is something we make quite a feature 
of.” 

That sounded interesting, so I asked 
for further details. 


“WE pay interest —dividends, we 

call it—semi-annually, on the 
third Wednesday of April and October. 
Suppose that early in September, a 
man with a generous savings account 
needs $1,000 quickly. He cannot wait 
until dividend-paying day for his 
money. So he prepares to withdraw 
that thousand from savings 
account. 

“But to do this will cause him to 
forfeit his six months’ interest, which, 
at 5 per cent annually, means $25. 
That’s a stiff penalty to pay for the use 
of his money for a month. So we sug- 
gest an alternative. 

‘“‘We offer to make him a loan of a 
thousand for whatever time remains 
until October 10, charging him the 
legal rate of 51% per cent allowed us. 
We take as collateral his pass book, 
and he signs the necessary forms which 
are attached to the loan blank and 
which assign to us his right to the 
amount of the loan plus the small 
amount charged for his loan. This in- 


terest will be —not $25 —but probably 
less than $5. 

‘‘When dividend day comes around, 
or any time before it, he can, if he 
wishes, call in person and pay off the 
loan, but it is not necessary for him to 
do so. The papers already being in our 
hands, we can wipe out a number of 
these loans at once, and mail the pass 
books back to our depositors. Thus 
their loans are paid, without losing all 
their six months’ interest.” 

I asked if many people made use of 
this privilege. 

“Plenty,” replied Mr. Bond smiling. 
“Our loans of this type probably 
amount to half a million dollars right 
now. You see, we urge this on people 
rather than see them lose their interest. 

“The small amount we make on 
these loans does not, of course, repay 
us for our time. But we make a dis- 
tinct gain in the good will this policy 
engenders. Our depositors appreciate 
that we are trying to save them money. 
That speaks worlds.” 

Other unusual forms of service have 
come to be everyday matters. Take 
checks, for example. Depositors with- 
drawing money are urged to take a 
check instead of cash. 

“We write and give out anywhere 
from 150 to 200 checks a day,” says 
Mr. Bond. “We keep a girl busy dur- 
ing banking hours writing checks, and 
one of us signs them. In some cases 
this service goes even further. A few 
of our depositors sign a withdrawal 
slip and give us a list of various gas 
bills, grocery bills and other invoices 
they want to pay. When they come 
back a few hours later, we hand them 
our checks for these amounts, made 
out to the proper firms. That is some- 
thing we are willing to do when we 
have time.” 

A measure of business comes in 
through mortgages, over 60 per cent 
of the bank’s income being from this 
source, while the balance, excepting of 
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course a substantial cash reserve, is 
invested in bonds and loans of various 
kinds. 

‘Some of this business is sent to us 
by real estate brokers. Some comes to 
us as a result of our advertising that 
we have mortgage money available. 
Others are depositors who have pur- 
chased a home and want us to help 
finance it. When we come into busi- 
ness relations with a borrower, we try, 
in whatever ways are tactful and help- 
ful, to direct him in the way of savings. 
Eventually, we figure, he wants to pay 
off his mortgage and own his home out- 
right. That means he needs to save.” 


T? provide for business of an emer- 

gency nature, and everything out 
of the routine, a special window — 
“Window Eight” —is provided. ‘“‘Win- 
dow Eight” has no scenery, but it 
enacts an important role in the lives 
of many people. 

At “Window Eight” are handled 
such matters as the accounts of de- 
ceased persons, the transfer of ac- 
counts, adjustments of every kind (for 
even in this bank, they have occasional 
errors) the guaranteeing of signatures. 
lost pass books, the cashing of checks 
(the general rule is that depositors may 
cash checks on outside banks to the 
amount of their savings account) and 
all similar problems. If a depositor 
wants advice or information regarding 
investments, he invariably goes to 
“Window Eight.” The officers handle 
this service, however. Clerks and tel- 
lers are not permitted to give 
information or advice of any 
kind on investments. 

“Let me tell you just one 
way in which it pays us to 
maintain ‘Window Eight,’ ” 
said Mr. Bond. “Take the 
matter of closing out the ac- 
count of a deceased person, to 
settle an estate. We used to 
let each clerk do this, but we 
learned that the money went 
out of the front door and never 
came back. Most of it went to 
other savings banks. 

“So now when a depositor 
dies, we talk things over with 
the legal representative. Per- 
haps some of the heirs already 
have savings accounts with us, 
and their inheritance can be 
credited to their present ac- 
count. Or perhaps they will 
be glad to open an account 
with us now. Often we are 
able to persuade the heirs to 
distribute the money among 
themselves but to keep most of 
it here on deposit. That bene- 
fits them and also avoids a 
substantial withdrawal.” 

Savings accounts at the 


Home Savings Bank range all 


In the center, Lindley A. Bond, assistant treasurer — and two views 
the way from 1 cent to $8,000, showing why the bank seems like “Home’ 


Thirteen 


and more in some cases —societies and 
charitable organizations. An individ- 
ual can not deposit more than $4,000, 
but he can let the interest compound 
until the principal doubles. 

As for the smaller accounts, this 
bank began in 1911 to feature school 
savings. One cent keeps the account 
open. 

Strangely enough, not everybody’s 
account is welcomed. The bank feels a 
real responsibility in this. 

“We discourage anything but thrift 
or real investment accounts,” Mr. Bond 
explained. “‘When a business man 
writes us that he has some funds he 
wishes to turn over to us pending a 
good opportunity to invest, we decline 
the deposit. Even commercial banks 
have tried to deposit funds with us. 
We don’t want interim money; that is 
to say, idle corporation funds. The 
reason is, of course, that part of our 
usefulness lies in teaching people to 
save and to add to their accounts. A 
further reason is that a business man’s 
account of investment fund is apt to 
be withdrawn suddenly and generally 
all of it all at once, which is not a 
factor to encourage.” 

Working on the principle, therefore, 
that an account that calls for work is 
an account worth getting, the bank in- 
vites industrial savings. At present 
more than 150 groups of employees 
make a weekly deposit of some kind, 
either to Christmas savings clubs, or to 
savings accounts. Where every em- 
ployee in an office makes a deposit, the 
money is sent in by the com- 
pany and credited to the 
various accounts. Christmas 
checks are sent back at the 
proper time, the individual 
employee being relieved of all 
detail. 

Frequently cases arise where 
bread cast on the waters comes 
back—as Elbert Hubbard 
phrased it —buttered. For in- 
stance: 


E had an old German 
woman who was flat on 
her back in a hospital,’’said Mr. 
Bond. ‘“‘Her lawyer was not 
taking very good care of her. 
She had some money on de- 
posit here but she needed 
certain things and needed es- 
pecially the assurance that her 
affairs were being properly 
looked after. So we sent a 
man out to see her at the 
hospital, arranged to get money 
for her when she needed it, 
and did other small favors of 
that nature. As a result, many 
German customers have come 
to us, sent by this woman. 
“An old couple had some 
dividends coming to them 
regularly but couldn’t get to 
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Job for Whole Department 


Though Results are Slow, There is 
No Aspect of Bank Work More Im- 
portant for the Welfare of the Bank 


ANKS of today, even the smaller 
B ones, are marvels of thoughtful 
and efficient organization. They 
have to be. But it hasn’t come about 
all at once; it has been a process of 
development. No need a few decades 
ago to pay any special attention te 
foreign business, security sales and the 
like. But time has brought changes 
and with the changes an adjustment 
to meet them. 

Now we find special departments 
for developing these sides of the busi- 
ness as well as a multitude of others. 
But with all the planning, have we 
not overlooked —or let us say neglected 
—an opportunity even greater than 
many that have been presented? 

I refer to a department for the culti- 
vation of the customer. We have all 
at least played with the idea of cus- 
tomer cultivation—many are making 
a serious effort to meet a situation 
which is both a need and an opportu- 
nity. Usually it is tacked on to the 
routine of the New Business, Develop- 
ment or some other department. 

Customer cultivation, or the lack 
of it, has such an important influence 
on all business, banks jn particular, 
that it almost demands a separate 
department which will devote its 
entire efforts to that field. <A _ brief 
consideration will clearly demonstrate 
the immensity of the task and the im- 
perative need of adequate handling. 

Let us start with a proposition with 
which we will all pretty well agree: 
that is that our present customers, as 
a whole, constitute one of the most 
fertile fields for additional business. 
And let us further assume that we 
desire the customer to benefit through 
any extension of the use he is now 
making of the bank’s services, entirely 
apart from any profit to the bank 
itself. 

I believe few of us have placed 
sufficient emphasis on the value of 
preparing our plans for customer culti- 
vation from the angle of his interest 
instead of our own. 

But why should we cultivate the 


By R. E. Chambers 


Vice-president, National Shawmut Bank, 
Boston 


Mr. Chambers 


customer anyway? It is not a foolish 
question. There are a lot of us to 
whom a customer is a customer, and 
we either do not think of him as a 
prospect for other kinds of business, or 
else do not follow the thought through 
with action. Of course, a person who 
has any contact with your institution 
is a prospect for practically every 
service which you offer. But there are 
other things to be considered. Do you 
realize that if you do not tell him 
about these other services, someone 
else will? And we all know the poten- 
tial danger when a man divides his 
interest in things financially. 

But further than that—unless you 
make it a part of the regular work of 
the bank to become well acquainted 
with the customer, know what his 


needs are, you will never know what 
you’re losing. Even though he does 
not go to some other bank, you are 
at least letting slip business which you 
might just as well have. and in addition 
are depriving him of the benefit which 
he should be receiving. 

If we are going to serve our customer 
to his greatest advantage, we have to 
know what he expects of his bank. 
That list will be a great deal longer 
than it would have been, let us say, 
ten years or more ago. And let us 
freely admit, too, that a good many 
things he expects nowadays, he should 
not be looking for from his bank. But 
the fact remains that he expects them. 
If you can supply them from among 
the multitude of services which your 
institution offers, it is probable that 
you will both profit. If you cannot, and 
he still expects it, here is a chance for 
a wonderful selling job, in discussing 
the subject frankly and retaining a 
friendly customer instead of a dissatis- 
fied one, at the best, to say nothing 
of the possibility of losing his account. 
It is safe to say that practically every 
one of a bank’s customers feels that he 
is entitled to more than merely the 
care of his deposits and checks, and in 
most cases, if he were to express him- 
self, he would say that he feels that 
he ought not to be required to ask for 
these additional services. May I add 
further that I agree with him. 


[F we are to do the job properly, the 

work must be organized. First of all, 
it should be under the direct super- 
vision of some responsible officer. In 
fact, it is a big enough task so that il 
should have the direct attention of a 
senior officer. It would seem to war- 
rant a separate department, either 
independent or within the Develop- 
ment Department. Certainly, its work 
should be clearly enough defined so 
that it would not be confused with or 
interfere with the functioning of other 
efforts by the Development Depart- 
ment. 

Granting such an organization were 
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set up, it should have for its objects 
two things: One —so far as possible to 
keep the present customer happy and 
satisfied and see that he gets the 
greatest benefit from his connection 
with the bank; two —encourage every- 
one who has a contact of any kind 
with the bank to use (as an insurance 
company has so well put it) “the 
whole line’; that is, every service you 
have to offer. 


[XCLUDED in the field of operation 
would be, among other things, the 
following: 

Handling all complaints and adjust- 
ments. This is one of the most fertile 
fields for preventing loss of customers, 
on the one hand, and for building up 
wonderful friendships because of the 


during the day is directed toward 
cultivating the customer, seems to go 
almost without saying. 

The Information Desk on the main 
floor of the bank can be made some- 
thing much more than a service. 

Many other things will occur to you. 
They will differ to the extent of the 
variation in size and location of the 
bank and the organization of the 
particular institution. 

The work will probably divide itself 
into two lines of endeavor. One is 
calls and the other letters. Rarely, if 
ever, should the telephone be used, 
although it is conceivable that occa- 
sionally this method would be justified. 

Letters may profitably be used 
where it would seem inadvisable to 
make a call, either because of the 
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over as if you know him better and he 
feels closer to you. 

How often should the customers be 
called upon? Certainly, if it can 
possibly be arranged, at least once a 
year. Some customers ought to be 
scheduled for three or four times a 
year. It all comes down to a matter 
of good judgment on the part of the 
assigning officer. We have all had the 
experience of having an account close 
and, upon looking back through the 
records, finding that it may have been 
a year or two, possibly more, since 
anyone has been in to assure the cus- 
tomer that his business was appreciated. 
True, that might not have been the 
reason for closing, but it certainly 
made it much easier for our competitor 


to get him away from us. Therefore, 
at free and frank and thoughtful handling distant location or the circumstances systematic, regular calling is an essen- 
one of their complaints, on the other. of the customer. Generally speaking, _ tial part of customer cultivation. 
are Officers’ calls. The preparation and however, calls should be made on all . 
ete assignment of calls for such officers as customers, and the sending of letters HO should make these calls? First 
0% have a regular schedule, and calls to or the omission of calls should be the of all, wemust admit that nomatter 
ich be made by those directly connected exception. how ideal the plan of every officer 
with the department in charge of One of the first questions that would making customer calls may seem, it 
wal customer cultivation. probably arise is: “Is it necessary to has its faults. People differ. Many 
to Courtesy calls on new customers. A make calls on a customer when he is can make calls with no difficulty what- 
nk. very important and profitable activity. in the bank every little while and sees ever and leave a favorable impression 
ger Following closed accounts. Notneces- one or more of the officers frequently?”” on the customer when departing. But 
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many as possible should —I must add 
that care should be exercised in their 
selection. 

It is a better plan to have several 
officers calling upon the customers 
than to keep re-assigning the same 
officer to call on the same customer 
every time the name comes up. There 
is always the danger that a customer 
will get acquainted with one officer 
and feel that he knows him so well that 
he takes all his business to him. That 
officer leaves the bank for some reason, 
either dies or moves away, and your 
customer has no point of contact, or 
at least, so he feels. If he had had 
several officers calling on him at 
various times, he would more readily 
turn to one of those if a change is 
necessary. 

Having decided how to arrange for 
customer cultivation and who shall 
do the work, the next question that 
arises is how to go about it. That ought 
not to be very difficult. I say again, 
I believe that it should be approached 
from the angle of the benefit of the 
customer. No set of rules can be put 
down to be used whenever a call is 
made. In general, however, it is well 
to put the visits on a “‘friendly call” 
basis. If the customer 
is using all of the services 
already, you can add to 
his friendliness by help- 
ing him with his busi- 
ness or personal affairs. 
But if, directly or in- 
directly, you bring some 
particular thing or things 
to his attention, present 
it to show how it will 
benefit him. 

It is sometimes well 
to point out things which 
the bank provides that 
he could use at no addi- 
tional expense; or per- 
haps describe to him 
some improvement in 
the bank itself, either 
in the machinery to take care of 
accounts, safeguards for the money, 
convenience for customers, or ad- 
vantages of that kind, which will build 
up the impression that the bank always 
looks out for its customers, among 
whom he is numbered. 

There are certain dangers to be 
avoided. First of all, do not rush 
your customer. Remember, your plan 
is one of cultivation or development, 
which is often a slow process. Then, 
too, while not conceding that the 
customer is always right, remember 
that he certainly always has his side 
of the question. While trying to help 
him in any difficulty, we should always 
look at the subject from his point of 
view, as well as our own. It will make 
our task easier and may be enlightening 
besides. 

There is the danger, also, that we 


will be talking from the standpoint of 
selling our product, instead of pointing 
out the benefits he can receive and 
inducing him to buy. We might go 
even further and say that there is the 
danger that we may forget that for a 
good deal of the time we will be culti- 
vating friendship entirely and not 
directly selling. This is just another 
way of saying that we may get to a 
point where we are looking for quick 


results and forget that development 
in any line takes a good deal of 
patience. 


ITH those customers who divide 
their business, it is rather a tempta- 

tion sometimes to speak disparagingly 
of our competitor with whom the cus- 
tomer carries the rest of his business. 
This is not only unethical—it often 
proves fatal so far as the customer is 
concerned. Remember, he is there for 
some good reason. Rather, we should 
paint such a picture of the value of 
an affiliation with us that it will 
create a desire on the part of our cus- 
tomer to change for that purpose. 
We should guard against the ever- 
present chance that interest in our 
work will cause us to be over- 
enthusiastic -—which may lead to the 
danger of trying to sell too much at 
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one time. In cultivating a customer, 
have an objective. Have your story 
ready. Patiently work along that line 
until you have accomplished your 
point; then start over again with a 
new one. 

Many plans for cultivation of the 
customers leave out those who are at 
present using all the services offered 
by the bank. Obviously, this is wrong. 
You still have before you the pleasant 
responsibility of keeping him happy 
and satisfied. In doing that you will 
find that he is a source of an almost 
immeasurable supply of business from 
his friends—an endless chain of con- 
tacts for your new business depart- 
ment. Customer cultivation should 
include developing boosters for your 
bank, as well as additional business. 

Indirect cultivation is often valuable. 
Luncheons, dinners, golf games and 
fishing excursions have their place. 
But I am inclined to think that this 
sort of cultivation is often used at the 
expense of time that could be better 
spent in efforts along other lines. 
Might it not be better many times to 
find some common point of contact 
and talk in a friendly way along that 
line? It is always easier 
to do business with a 
man who is interested 
in the same things you 
are. Or perhaps in little 
“extras” you can render 
—offering, for example, 
to furnish him with a 
speaker for the little 
club of which he is a 
member, especially at a 
time when he is chair- 
man of the program 
committee for the eve- 
ning and is very anxious 
that everything should 
go well. Include him 
in that party to which 
you are inviting other 
men in the same line 
of business or allied 
lines, with whom he can talk con- 
genially. These and a hundred other 
items of this kind may well be used 
with profit both to your customer and 
the bank. 

But we have not yet considered our 
customers as a whole; we have been 
talking of them as individuals and 
treating them individually. Let me 
say right here that I believe most of 
our customers are proud of their bank. 
When it does something outstanding 
for the community or for its customers 
as a whole, your customer rejoices 
with you. He likes to feel that it is 
his bank. Usually he sees very little 
of its officers, and even if he does, 
he sees, in most instances, only the 
junior officers. Take particularly those 
banks located in the larger cities where 
they have branches. The customer may 
be well acquainted with the manager, 


(Continued on page 36) 
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Our Municipal 
Rise 


A Review of State and Local 
Indebtedness Indicating That 
the Worst Is Over 


By Benjamin Colby 


bonded indebtedness of state and 

local governments in this country 
has more than doubled. In 1920 the 
total was $5,648,000,000, whereas at 
the beginning of 1930 it had almost 
reached $14,000,000,000, only two bil- 
lion less than our national debt. 

There has been no recent diminution 
of borrowing to lessen the significance 
of this considerable total. Issuance 
of municipal obligations —the term is 
here used to include states and all 
local units—last year was the second 
largest on record, amounting to 
$1,430,650,900. Figures for the first 
three quarters of 1930 are substan- 
tially higher than for the same period 
last year. 

Our present-day municipal finance 
offers a challenging study, and not 
merely because of its magnitude. There 
is nothing in history that can serve as 
a satisfactory basis of comparison, 
just as there is nothing with which 
we can compare our speeded, mechan- 
ized age, of which it is largely a product. 

The total debt has grown tremen- 
dously since the turn of the century. 
The amount borrowed in 1901 
was only $131,549,300.* By 1910 
the annual figure was $320,036,200. 
The increase continued, interrupted 
briefly by the war, and in 1920 there 
was issued $683,188,200 of municipal 
obligations. This jumped to 
$1,208,768,300 the following year and 
has never been under one billion 
dollars since then. The largest amount 
borrowed was in 1927, when the total 
was $1,509,582,900, but for the last 
six years it has been close to that. 

It is estimated that state debt is 
about 15 per cent of the total. The 
remainder is the obligations of our 
numerous local subdivisions —cities, 
towns, villages, counties and various 
kinds of districts. The burden of the 
state debt is in reality somewhat 

@ ial and Financial Chronicle 


oe the past ten years the 


lighter than it appears, for much of it 
consists of highway bonds, and gasoline 
taxes in many instances have been 
sufficient to provide for these. 

Cities and towns have borrowed the 
most. Last year this amounted to 
55 per cent. But actually that part 
of the debt which must be paid from 
assessments on property within cities 
is much greater. It can only be esti- 
mated. In many cases there are 
school or other districts whose boun- 
daries are coterminous with those of 
the cities and towns, or where the 
debt is at least overlapping. In addi- 
tion, there is the city’s part of the 
county debt to be considered. 


“THE cities naturally have taken the 

lead in studying the problem, and 
valuable surveys have been conducted 
in many of them. In nearly every 
case it has been revealed that the debt 
has grown more rapidly than either 
wealth or population. 

The results of such a survey con- 
ducted recently in Buffalo, well illus- 
trates the trend. An analysis of the 
years 1920 to 1928, revealed that 
current operating revenues had in- 
creased 90 per cent, property taxes 
90 per cent, and assessed valuation of 
taxable property 97 per cent. The 
cost of government, excluding perma- 
nent improvements, had increased 78 
per cent. But in the same time the 
net bonded indebtedness for all pur- 


_ poses had increased 158 per cent. 


That the trend of municipal debt is 
generally upward is also illustrated 
by a survey conducted as of January 
1, 1930, by the Detroit Bureau of 
Governmental Research. According 
to its figures, 196 reporting cities in- 
creased their gross total bonded debt 
$328,652,350 in 1929. Eighty-four of 
these reported a decrease, and six, no 
change. Per capita net debts varied 
from $7.04 to $486.83, with the average 
of twelve large cities, $112.58. This 


MUNICIPAL BORROWING 
FROM 1900 


(Compiled by the Commercial and 
Financial Chronicle) 


$ 131,549,300 
183,080,000 
320,036,200 
498,588,000 
683,188,200 

1,208,768,300 
1,101,917,300 
1,063,119,800 
1,398,953, 100 
1,399,638,000 
1,365,057,400 
1,509,582,900 
1,414,784,500 
1,430,650,900 


Gross and Net Increase in Perma- 
nent Municipal Indebtedness 

New Issues Old Issues Retired 
1923..$1,063,119,800 $234,480,299 
1924.. 1,398,953,100 261,520,657 
1925.. 1,399,638,000 284,278,408 
1926.. 1,365,057,400 337,538,890 
1927.. 1,509,582,900 386,193,242 
1928.. 1,414,784,500 455,883,679 
1929.. 1,430,650,900 446,236,181 


was an increase of $9.21 over the com- 
parable average the preceding year. 

Growth of debt is the result of the 
great need of municipal improvements 
that has come with what amounts to 
economic revolution in America— 
which has especially affected the cities 
by reason of the drift of population 
toward them. 

The present American capital market 
sprang into existence just at the time 
that the demands of our municipalities 
began to reach their present size, and 
the marketing of bond issues was made 
easy. The safety of municipal bonds, 
combined with freedom from taxation, 
served to create and preserve an eager 
demand, and new issues have been 
quickly absorbed. 

Borrowing has been for a great 
diversity of purposes. Over six years 
our cities have sought money for streets, 
water systems, public utilities, build- 
ings, and parks, in the order of their 
importance, with borrowings for vari- 
ous other miscellaneous purposes. 

It is noticeable that, just as state 
bonds have been issued chiefly for 
roads, street improvement needs have 
prompted the issuance of the largest 
group of the cities’ obligations. 

This, of course, is a direct result of 
the automobile. But our industriali- 
zation, with its herding of population 
into centers, its unceasing speed, has 
demanded heavy expenditures for per- 
manent improvements of various kinds. 
Traffic accidents, for instance, have 
contributed to the need for hospitals. 
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The attrition of life in a mechanized 
age has made park facilities imperative. 
In the horse-and-buggy days, children 
might play in the streets, but they 
cannot do so now. Population con- 
gestion brings potential dangers to 
health that must be guarded against 
by modern and efficient water supply 
and sewage systems. 

Because many of these improvements 
were built not to serve the day, but to 
serve the era, it was natural that part 
of their cost should be passed down to 
others who will enjoy them, and thus 
we have built up the structure of debt 
which now exists. 

It is obvious that this debt has been 
growing at a pretty speedy rate, which, 
if projected during the next fifteen years 
as it has grown in the past fifteen, 
would mean a staggering total. But 
to anticipate such a growth would be 
to ignore some fundamental factors. 
The economic changes which have 
required such expenditures have prob- 
ably already produced their greatest 
effect. In other words, our needs were 
heavily extended in a comparatively 
short space of time, and with these 


needs largely met, it is unlikely that 
our debt will continue to increase as 
rapidly as it has in the past. 

For the last two years the net in- 
crease in our total municipal debt 
outstanding has shown a tendency to 
slacken slightly, due chiefly to larger 
totals of bonded indebtedness falling 
due. Retirement of old issues in 1923 
amounted to $234,480,299, whereas 
in 1929 this had grown to $446,236,181. 


URING the years 1924-1927, inclu- 

sive, the net increase was well over 
one billion dollars annually, but since 
then it has been slightly under this 
figure. It is entirely possible that the 
total net increase in funded debt will 
proceed at a slower rate—for some 
years, at least. Increasing amounts, 
issued in serial maturities, are falling 
due. A great many earlier issues of 


the last decade did not provide for 
any serial payments for a five-year 
period, but the effect of such maturities 
is now being felt. 

During this generation the path of 


The speck (in comparison with its over- 
shadowing banks and office buildings) in the 
middle-distance, is the City Hall of Detroit 
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municipal finance to a great extent 
has been strewn with roses. There 
have been difficulties, of course, but 
the troubles of the last century are 
popularly forgotten. Consequently, 
recent municipal defaults have been 
a distinct shock. 

These difficulties, however, are 
chiefly confined to the state of Florida, 
and are unquestionably the result of 
conditions that have not been dupli- 
cated elsewhere. Deflation of a most 
spectacular land boom was followed 
there by an almost incredible series of 
disasters, including hurricanes, crop 
pests and epidemic bank failures. 

Such a situation, of course, is not 
in the least representative of the great 
body of municipal borrowers. The 
obligations of states, cities, counties 
and certain kinds of districts where 
the debt is not excessive, are undoubt- 
edly still considered, as a class, the 
safest obligations in the world outside 
those of our national government. It 
is encouraging to perceive the growing 
tendency among both state and local 
governments to chart financial paths 
so that they will continue so. 
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Photograph, courtesy The Detroit News, by William Kuenzel, staff photographer 
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See the Morning Mail— 


Questions—and Answers— Relevant 


Nineteen 


to the Personal Loan Department 


“In recap number 9 of The Burroughs 
Clearing House for October, it is pointed 
out* that 61 per cent of borrowers renew 
their loans. If a considerable percentage 
of this 61 per cent renew and show progress 
in their affairs, there is nothing to be 
alarmed about, . . but I am often 
tempted to believe that renewals are made 
simply because it is easy to renew, and 
often we tolerate them because we are a 
little conscious of the necessity of producing 
volume.”—R. B. U., Illinois. 


RUE, small borrowers are prone 
to borrow more than they should. 
With the exception of a limited 
number of industrial bankers, no com- 
mercial banks, until a few years ago, 


offered a loan service to small borrow- — 


ers. The attitude of most loaning 
agencies has been to create borrowers 
and to keep them on their books as 
long as possible. It is this situation 
that kept more than 32 per cent of the 
American public constantly in debt 
and, in many cases, without neces- 
sities. 

Now, after a number of banks have 


*In the article “Our $81,000,000 -Small Loans” by 
Howard Wright Haines. 


By 


Howard Wright Haines 


Cashier, First State Bank, 
Kansas City, Kansas 


made loans for two, three and four 
years, the average report shows that 
61 per cent of their borrowers come 
back to renew their loans. If they 
have increased their loans the second 
time, you have struck a doubtful note 
in the manner our banks are handling 
their departments. 

Managers write that it is their pur- 
pose to renew loans, provided the 
former loan has been handled promptly 
and provided the borrower shows a 
worthy purpose. By this, we under- 
stand that our bankers are not at- 
tempting to build volume by keeping 
their customers continually enslaved 
to debt. A southern banker writes: 
“We decline some loans that at the 
time are good because we cannot con- 
vince the applicant that he is too easy 
a spender. We attempt to educate 


every borrower into a saver.” Cali- 
fornia says: “If we operated like loan 
companies, we could have many times 
our present volume. We do not think 
small borrowers are poor managers be- 
cause they do not wish to do better. 
The trouble is they do not know how 
to manage properly. No one has ever 
taken time to show them. That is 
the job and the attitude of our per- 
sonal loan departments.”” New York 
says: “It is the proper function of 
every small loan manager constantly 
to combat over-borrowing. Much of 
it may be overcome by education.” 

We thank you, Mr. R. B. U. It’s an 
excellent and essential point for every 
department to frame and keep before it. 


“If we organize a personal loan depart- 
ment, it will be necessary for us to transfer 
a large volume of existing loans to this 
department. Any suggestions you can 
make as to the best way of accomplishing 
this will be appreciated.” —W. E. A., Penn- 
sylvania. 


Practically all banks have made 
such a transfer, after opening their 
small loan division. The method for 
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accomplishing the move is roughly the 
same in large or small institutions. 
We may assume that you have care- 
fully gone through your sixty- and 
ninety-day notes and selected the ones 
that have been renewed a number of 
times, or, for other reasons, you wish 
liquidated. You mark these notes but 
do nothing with the borrower until the 
note becomes due and the culprit pre- 
sents himself with the usual remark: 
“Well, Mr. Jordan, if it’s all right, 
I’d like to pay the interest and extend 
that note another three months.” 


THat remark makes it easy for you 

because you have your answer ali 
ready. ‘‘We’re going to do better than 
that, Mr. Frozan,” you reply. “We 
have adopted a new plan on our small 
loans. We are going to fix you up a 
note for a year, so that you can pay il 
off in twelve payments of only $8.50 
each. In fact, we have installed a 
small loan department for this purpose 
and I will introduce you to our man- 
ager, Mr. Signem.” Then all you need 
do is to stand about and listen to your 
small loan man. He says: “Mr. 
Frozan, here is a new note for $108 
which I have made out for a year and 
added the interest to it. That is going 
to make the loan easy for you to meet. 
If you are not near the bank, merely 
mail your payments in and we will 
send you a receipt. You will find this 
new plan just like a savings account. 
You will not miss the small payment 
each month and will soon be out of 
debt.” 

The surprising thing about these 
transfers is that a very small percentage 
of customers ask about the higher 
rate of interest. Bankers always 
wonder why they do not notice it. 
Some do, but the majority take it for 
granted. They make their payments 
promptly. 

By this process of a gradual transfer, 
it is only a few months until all un- 
satisfactory short time paper has been 
placed on a liquidating basis. This 
process cannot be resorted to, however, 
unless the borrower has a definite 
monthly income. 


“‘We operate five branches in our parish. 
We on to install small loan departments 
in each branch. Should we have applica- 
tions approved at each branch or at a cen- 
tral office?””—C. A., Louisiana. 


The policy followed by most banks 
where branch departments are opened 
simultaneously is to employ the serv- 
ices of an experienced small loan man, 
a few weeks in advance, to give a short 
course of training to the official selected 
to handle the department in each bank. 
In this way an official at each branch 
has enough knowledge of the business 
to talk to applicants and promptly 
decline those that are on the face 
impossible, because of irregular em- 


ployment, past record, ete. He also 
is capable of accepting and forwarding 
the better class of applications to the 
main office, where the expert loan man 
obtains the necessary credit informa- 
tion and approves or declines the loan. 


Information is transmitted by tele- 


phone from branches to the main 
office. When branches are in the same 
city, this method of using a central 
file and approving desk has been 
adopted and found to be economical 
and expedient. It is not recommended 
that applications be mailed back and 
forth, because small borrowers object 
to long delays and frequently need 
money at once for emergencies. 

When branches are at a distance and 
it is desired to have an approving head 
at each office, your departments should 
be installed in rotation. In this way, 


the experienced man may spend a 


month or two with the first branch 
and, when the personnel there is fully 
trained, leave it and open a depart- 
ment in branch number two. 


“How many banks operate personal 
loan departments and allow interest at the 
saving rate on payments?”—R. A. W., 
Pennsylvania. 


We have eighty-seven out of the 
152 departments on our list. Appar- 
ently the savings plan is out-stepping 
the straight note plan. It should, 
because it stimulates collections and 
keeps the spirit of thrift constantly 
before the borrower. If 3 per cent is 
paid on the payments, it amounts to 
approximately 1% per cent per annum 
and therefore reduces profits $1.50 per 
hundred loaned. Aside from this loss 
in direct profits, the savings plan is no 
more work than posting a liability 
ledger. Under the savings plan, the 
note is carried on the books at its face 
value until that amount is accumulated 
on savings. 

Banks that have adopted the savings 
plan, after considering all the plans 
for handling small loans, are enthu- 
siastic in their praise of the plan in 
preference to others. 


“We are anxious to know if equipment 
for personal loan departments may be now 
purchased complete and some idea of the 
cost.” —E. S. Mc., California. 


Larger bank stationers can now 
either furnish or obtain sets complete. 
The exact cost, of course, is governed 
by the size of your institution and 
whether or not you desire to contract 
for a large supply of equipment or try 
this new type of loaning with a tempo- 
rary installation. Sets of try-out 
equipment, including approximately 
1,500 sets of notes and application 
blanks, pamphlets, ledger sheets, re- 
ceipt or pass books, co-maker’s and 
collection notices, advertising mats, 
filing equipment, etc., may be obtained 
from $300 up. 
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“Our directors have always expressed 
the opinion that a strong objection to 
opening a small loan department would be 
the ill will incurred. We refer to endorsers 
who are required to take up a note. This 
leaves a bad taste in their mouth toward 
the bank. Is this not true?”’—D. H. S.., 
Wisconsin. 


It is. But in considering the point, 
many bankers overestimate the num- 
ber of such endorsers called upon to 
pay notes. To give an exact idea of 
the number of principals who default 
in their payments, sixty-five banks 
have checked closely on their loans 
over a year’s period. The total num- 
ber of loans made by these banks and 
collected was 40,000. It was necessary 
to have 240 of them paid by endorsers. 
Thus, we see that less than one loan 
out of a hundred is paid by the co- 
makers. Such percentages are not 
uniform in any two banks, due to the 
slightly differing manner of approving 
loans. However, there is little damage 
done the bank by endorsers who feel 
they have been “hooked.”” We may 
add that most endorsers meet such 
demands promptly. Many endorsers 
share in the loan when it is made, and 
when required to take it up, do so 
with the hope that the principal will 
ultimately pay them back. Still, 
there is friction here frequently. You 
have raised one of the strongest ob- 
jections to small loans. 


“‘Who puts out books on the subject of 
small loans? What we want is the fullest 
kind of information of every nature upon 
the subject.” —L. A. S., Washington. 


A big order, but you can get it by 
persistence. The only complete manual 
on the subject known to the writer is 
**Profits In Small Loans,” published 
by the Bankers Publishing Company, 
71 Murray Street, New York City. 
You might also read Evans Clark’s 
survey of ““Mass Finance.” Material 
in this comprehensive study has been 
gathered and presented clearly on both 
sides of the subject. Leading bank 
journals have followed the innovation 
closely and will usually furnish back 
copies of articles on request. 


“Do most banks require co-signers or do 
they also loan on other security, such as 
automobiles?”’—Al. B., Georgia. 


Only a few banks have branched out 
into direct auto loans. Many carry 
auto paper with one or two endorse- 
ments in addition to the car. Certain 
banks have adopted combinations of 
security, such as a lien on furniture 
and one signer. However, most bank- 
ers draw a distinct line about small 
loans, making them strictly on co- 
signers. The theory is that banks are 
not equipped to finance cars or appli- 
ances. Ninety-four per cent of institu- 
tions do not break over the line. 


“What is your experience in loaning to 
negroes?”’—M. D., Maine. 


(Continued on page 45) 
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A Study of Two Banks of Identical Set- 
Up and Vastly Different Earning Power 


PART II 


cy John J. Driscoll, Jr., C. P. A. 


HE presidents of two na- 

tional banks of comparable 

resources and deposits were 
chatting about their earnings for 
the past year. 

Said President A., ““We earned 
about $28,000 last year after 
writing off about $50,000 in losses 
on securities and loans, and it 
seems that we all must take such 
losses periodically. Our showing 
is about the same as in past 
periods. Eliminating these losses, 
we earned 7.7 per cent on our 
million dollars of capital stock, 
but darn it all, we should be doing 
better and I can’t for the life of 
me determine why we aren’t. 
Our expenses are constantly 
watched and our deposits show 
a normal growth.” 

Said President B., ““Can you 
tell me where and why you 
earned your profits, how much 
of the total was contributed by 
your checking accounts, your 
savings accounts, and so on?” 
The answer was “no” and, con- 
tinuing, President A. said, “I 
didn’t know it was practical to break 
down bank earnings in such a manner.” 

“It is,” replied President B., “‘and 
we have such facts and figures covering 
the past five years. Now take this 
past year. Our statement and yours 
are about the same, but we earned 
over $275,000. Our profits from 
securities exceeded our losses from 
loans by about $5,000. Hence, we 
earned $270,000 from operations, or 
27 per cent on our million dollars of 
capital stock, which is about 3% times 
your earnings from the same source 
and we know where and why we 
earned this profit and what we must 
do to maintain it or increase it.” 

Let us assume the privilege of break- 
ing down and analyzing the profits and 
sources of profits in these two banks 
and of studying them in detail. A little 
farther on will appear the departmental! 


Driscoll, Millet & Company, Philadelphia 


Mr. Driscoll 


profit and loss statements of these 
banks, Bank No. 1, being termed 
“The First National Bank and Trust 
Company” and Bank No. 2, “The 
Second National Bank and _ Trust 
Company.” 


BAK earnings have been slowly de- 

clining on each dollar of capital and 
resources. It is very generally ac- 
knowledged that this trend will con- 
tinue for some time to come, if opera- 
tions are continued on the same basis 
and policies determined as at the 
present time. Is it necessary for a 
bank to be carried along by the trend, 
or is it possible for a bank to increase 
its earning power when the trend of 
earnings is downward? The answer to 
the first part of the query is “‘no”’ and 
to the second part, emphatically “‘yes.”’ 
Some of the means of accomplishing 


this desired result will be dis- 
cussed in this and later articles. 

Basically, it may be said that 
management is by farthe greatest 
contributing factor to bank earn- 
ing power; and management that 
does not have facts and infor- 
mation as its right-hand men is 
tremendously handicapped and 
its efficiency, as judged by re- 
sults, materially impaired. Until 
management knows its sources 
of earnings, it cannot intelligently 
control and foster them. 

The two accompanying depart- 
mental profit and loss statements 
of the banks discussed above 
should provide an_ interesting 
and concrete starting point for 
the discussion of facts and factors 
in bank management and earn- 
ing power. 

Speaking in general terms, the 
following might be said to be 
the major differences between 
these two banks. 

Bank No. 1’s management 
efforts were misdirecting because 
of a lack of knowledge as to what 
factors should be adjusted and what 
should be allowed to remain constant 
in its operations. Accordingly, most of 
its policies and decisions were arrived 
at on the basis of hunches and 
guesses, and influenced considerably 
by fear of what its customers or 
the public would think of the bank, 
and still further fear because it did 
not know where any given policy 
might or should lead it. 

Bank No. 2 had intelligently directed 
management effort. It knew how, why 
and when to do things and how to 
use as a basis for its decisions and 
policies very definite and proven facts, 
and the results of policies were con- 
stantly checked. Hence, this bank 
proceeded with a definite knowledge 
of what it was doing, backed by cour- 
age to carry through its plans because 
it was confident of where they led and 
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Twenty-two THE BURROUGHS ( 
SAFE CIRCU- BORROWED INVESTED LOSSES & 
THCOME TOTALS COMMERCIAL DUB TO BANKS SAVINGS TRUST DEPOSIT LATION SECURITIES MONEY CAPITAL RECOVERIES 
Interest Income $700,150.00 $206,660.00 $89,730.00 $309,680.00 - - $20,000.00 > $21,540.00 $52,520.00 e 
Bxchange Received 510.00 0.00 180.00 - - - - - - © e 
Service Charges 1,340.00 1,190.00 150.00 - - - - e 
Safe Deposit Rentals 4,520.00 - - - $4,520.00 - - 
Trust Commissions 8,400.00 - - - $ 8,400.00 * 
Security Commissions 9,800.00 - + - 7 - - $ 9,800.00 - - - 
Profit on Security Sales 32,180.00 - - 32,180.00 - - 
Recoveries 600.00 - - - - - - - - - $ 600.00 
Interest on Trust Funds 1,030.00 - - 1,030.00 - - pa 
Total Income 835,530.00 208,180.00 90,080.00 409,680.00 9,430.00 4,520.00 20,000.00 41,980.00 21,540.00 127,520.00 600.00 
DEDUCTIONS 
tions 232 0.00 105,600.00 44,220.00 22940-00 24,320.00 9,720.00 420.00 15,110.00 - - 
of Investing Punts 287180.00 12,280.00 425230.00 29940200 7960.00 
Taxes 2950.00 - - - - - 9750.00 - - 44,200.00 - 
Interest Paid 345 4156.50 64,800.00 36,300.00 225,700.00 - - 356.50 18,000.00 - 
Bxchange Paid 4,430.00 1,940.00 2,490.00 7 - 7 - - - - e 
Loss.on Security Sales 32,840.00 - - 32,840.00 - - - 
Losses on Loans 43,510.00 - - - - - 43,510.00 
Total Deductions 804,966.50 200,520.00 95,250.00 300,870.00 24,320.00 9,720.00 10,526.50 47,950.00 20,940.00 51,360.00 43,510.00 
Net Profit for Period $28,563.50 $7,660.00 $5,170.00* $8,810.00 $14 ,890.00°$5,200.00* $9,473.50 $5,970.00% $600.00 $76,160.00 $42,910.00* 
PACTORS 
Average Funds 17,000,000.00 4,800,000.00 2,200,000.00 6,100,000.00 - = 1,000,000.00 - 400,000.00 2,500,000.00 - 
Number of Accounts - 793% 5 16,421 - - 
* Loss 


of what results they would accomplish. 

One factor contributing to the 
additional expense of operation in 
Bank No. 1 was its over-investment in 
building, $1,500,000 of its $2,500,000. 
invested capital being tied up in its 
bank building and constituting 60 per 
cent of its stockholders’ funds. Sound 
banking would dictate that 40 per cent, 
or $1,000,000 should be about the 
maximum invested in this manner. 
In the second bank only one-half 
million dollars, or 25 per cent of its 
capital funds, were invested in its 
building. There is a very decided 
tendency today for banks to over- 
build so that they may meet in appear- 
ance a bank set up by a competitor, 
without stopping to realize the extent 
to which they are impairing both 
their earning power and their liquidity. 

It will be readily noted that Bank 
No. 2 kept a larger portion of its funds 
invested and, hence, was able to earn 
a greater income on each $100 of 
resources. It likewise studied its 
clearing problems and cleared its 
checks in the most expeditious manner 
and in a way that would require it to 
carry minimum satisfactory balances 
with its clearing banks. 
had never analyzed its basis of clearing 
checks nor did it attempt definitely to 
determine whether its cash on hand 
and its balances carried with other 
banks were excessive and, hence, lost 
the use of a considerable volume of 
funds—which tended to reduce 
gross income. 

Bank No. 2 was able to invest its 
funds, manage them, collect the in- 
come and reinvest them at a cost of 
.60 per $100 a year, while Bank No. 1 


entailed a cost of .75 per $100 per 
year from the same operations. Bank 
No. 1’s excess costs were to a great 
extent traceable to its exceptionally 
large number of small notes, which 
cost it about $2.30 each to handle, 
and on which the minimum discount 
collected was much below this figure. 
Hence, it required a more active and 
larger note cage, more time of loaning 
officers and had more credit problems 
to consider. 

In addition, its investments in secu- 
rities did not follow any predetermined 
plan relative to type of security, type 
of industry, maturity, liquidity, etc., 
but securities were bought when funds 
were available and sold when funds 
were needed. Bank No. 1, therefore, 
was required to spend far more time 
in watching the bond account than 
Bank No. 2 and in many instances its 
investments were in such small units 
that it had many more securities to be 
concerned about. 

The operations of the commercial 
or checking account department of 
these two banks compared as follows: 


BANK NO.1 BANK NO. 2 


Interest Income......... $206,660.00 $232,080.00 
Bank No. 1 Exchange Received... ... 330.00 820.00 
Service Charges......... 1,190.00 9,240.00 
Total Income....... $208,180.00 $242,140.00 
Operating Expenses...... $105,£00 00 $86,400.00 
Investment of Funds..... 28,180.00 24,450.00 
Exchange Paid.......... 1,940.00 1,230.00 
its Total Deductions.... $200,520 00 $148,080.00 
$7,660.00 $94,060.00 
Average Deposits........ $4,800,000.00 $4,800,000.00 
Number of Accounts... .. 7,340 2,412 
Items Handled.......... 3,240,000 1,320,000 
Average Float........... ,000. $210,000.00 
Portion Uninvested...... 13.7% 10.8% 


Many things can be taken from 
this comparison and the advisability 
of the policies followed by Bank No. 2 
readily substantiated: First, both 
banks had an equal volume of deposits 
to use, but one bank had these in 
7,340 accounts, while the other had 
them in 2,412. This, of course, tended 
to reduce the bookkeeping costs and 
the teller costs in the bank with the 
smaller number of accounts. 

A matter of very great importance 
is the fact that one bank handled 275 
items for every thousand dollars of 
deposits, per year, while the other 
handled 675 per year. Actually in 
many instances, we have found the 
number of items handled per $1,000 
of deposits per year to be less than in 
Bank No. 2 and in just as many in- 
stances to be greater than Bank No. 1. 
Based on the reasoning that two banks 
with $1,000 of deposits should earn 
about the same gross income, it follows 
that the number of items they must 
handle for each thousand dollars will 
most certainly have an effect on their 
earning power. Because of the high 
activity in Bank No. 1, it naturally 
involved a much greater float than in 
Bank No. 2 and we must remember 
also that Bank No. 1 did not clear its 
items in the most efficient manner. 

Specifically, the commercial busi- 
ness in Bank No. 2 was built on quality - 
and with the insistence that it pay its 
way, while Bank No. 1 apparently 
lost its head in its desire to get size and 
volume and because of the concessions 
it offered, sacrificed its profit. 

It is very apparent that Bank No. 1 
has quite a collection of unprofitable 
accounts, but it collected only $1,190 
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INCOME 


Total Income 


DEDUCTIONS 


Bxpense of Operations 


Net Profit for Period 


FACTORS 


Average Funds 


$276,577.50 $94,060.00 $30,295.00 $39,800.00 


17,000,000.00 4,800,000.00 2,200,000.00 6,100,000.00 
310 


Number of Accounts 2,412 

Activity 1,998,400.00 1,320,000 

Average Float 420,000.00 210,000.00 

Portion Uninvested 10.8% 
* Loss 


- 


660, 18,400 
200,000.00 10,000.00 -- 
5+6% 


SECOND NATIONAL BANK AND TRUST COMPANY 


CIRCU- BORROWED INVESTED LOSSES AND 
TOTALS COMMERCIAL DUE TO BANKS SAVING TRUST DEPOSIT LATION SECURITIES MONEY CAPITAL RECOVER IES 
Interest Income $844,235.00 $232,080.00 $106,225.00 $321,960.00 - - $20,000.U0 - $22,500.00 $141,470.00 - 
Exchange Received 0.00 820.00 510.00 - - - 
Service Charges 10,860.00 9,240.00 1,620.00 - - ee. - - - - - 
Safe Deposit Rentals 4,430.00 - - - - $4,430.00 - : - - - 
Trust Commissions 12,400.00 7 - - $12,400.00 - - a. 7 - - 
Security Commissions 8,240.00 - - $ 8,240.00 - - 
Profit on Security Sales 372480.00 ~ - - - - 37+480.00 - - 
Recoveries 72200.00 - - - - - 7,200.00 
Interest on Trust Funds 820.00 - - 7 820.00 - - - - << o 
Interest on Investment 25,000.00 - - - - 


951+995-00 242,140.90 105,355.00 321,960.00 13,220.00 4,43u.00 


170 +333+00 86,400.00 55.5420.00 19,520.00 16,220.00 4,725.00 420.00 7,630.00 - - 
Expense of Investing Funds 6,780.00 24,450.00 11,180.00 33,390.00 - - - - 22570-00 14,890.00 - 
Taxes 62,250.00 - - - - - 52,500.00 
Interest Paid 312,172.50 36,000.00 29,040.00 228,750.00 - 382.50 18,000.00 - 
Exchange Paid 3,650.00 1,230.00 2,420.00 - - - - 
Loss on Security Sales 11,530.00 - - - 11,530.00 - 
Losses on Loans 28,700.00 - - - - - - - - 28,700.00 
Total Deductions 675417250 148,080.00 78,060.00 282,160.00 16,220.U0 4,725.00 10,552.50 19,160.00 20,370.00 67,390.00 28,700.00 


$3,000.00" $295.00* $9,467.50 $26,460.00 $2,150.00 $99,080.00 $21,500.00* 


1,000,000.00 


75,000.00 


- 


252000.00 


45»720.00 22,500.00 166,470.00 7,200.00 


400,000.00 2,500,000.00 


1.3% 


in service charges for the year, while 
Bank No. 2, whose unprofitable ac- 
counts are apparently at a minimum, 
collected $9,240 in service charges. 

It will be interesting to note that 
while the difference in profit between 
these two banks: in this  depart- 
ment is about $87,000, only about 
$29,000 of this is in excess operating 
expenses. 

Despite the fact that Bank No. 1 
apparently has a considerable number 
of unprofitable accounts, it paid inter- 
est on these deposits amounting to 
$64,800 for the year, while the second 
bank only paid $36,000 in interest. 
This is one of the most important 
factors involved in this department 
and very strongly shows the need for 


The “Safekeeping” Receipt 


“TYE been thinking of taking my 
bonds out of my safe deposit box 
and leaving them with your bank for 
safekeeping,” the customer suggested, 
“We'll put your bonds in the bank 
safe, and everything in it is fully covered 
by insurance,” the cashier agreed. 
“Will I have to pay any share of the 
insurance premium?” the careful cus- 
tomer queried. 

*‘No—the bank pays the insurance 
to protect its customers, and you need 
not register the bonds, as the insurance 
protects you,” the cashier pointed out. 

The customer left the bonds with 
the bank for safekeeping, added addi- 
tional bonds until the par value thereof 
amounted to the sum of $4,000 and 


a definite and accurate account analysis 
by Bank No. 1 and the elimination of 
interest payments where there is not 
sufficient profit in the account to 
justify such interest payments. 

Let us assume that we were to set 
out and build up the earning power 
of the weak bank to equal that 
of the stronger. It would then be 


necessary to accomplish the following 
things: 


1. A more efficient investment of funds, 
the better handling of reserves, could be 
made to produce additional income of 
$26,080. 

2. A change in the investment policy 
reducing the number of small loans and 
the recovery of proper minimum discount 
charge thereon; along with a sound, pre- 
determined investment policy for securities, 


on each occasion the bank gave him 
a receipt specifying that the bonds had 
been received “‘for safekeeping.” 
Then, one dark night, burglars 
“blew” the safe, “got away” with 


cash and securities worth $16,000, 


but the safe deposit boxes were not 
touched, and the owner of the bonds 
hustled to town. 

“You needn’t worry,” the cashier 
told him. ‘‘Everything’s fully covered 
by insurance, just as I told you,” 
That afternoon, however, it developed 
that $6,000 was all the burglary insur- 
ance the bank carried. 

**Your pro rata share of the insurance 
would be $1,500, which you can have 
as soon,as the insurance is collected,” 


would bring about a reduction in invest- 
ment costs of $3,730. 

3. The proper and accurate analysis of 
accounts and a determination of the pro- 
priety on which interest is paid, should 
reduce this cost at least $30,000. 

4. The adjustment of unprofitable ac- 
counts based on proper analysis and the 
recovery of at least the losses occurring in 
those accounts, should produce additional 
service charges of about $15,000. 

5. The elimination of a number of the 
decidedly active and unprofitable accounts 
that could not be made to pay their way, 
would readily bring about a reduction of at 
least one teller and one bookkeeper at an 
annual saving of about $5,000. 

6. Plus the present existing profit of 
$7,660, would bring the profit in this de- 
partment up to $87,470. 


This compares favorably with a 
$94,060 profit of the better bank. 


the bank offered. 


The customer 
refused to accept this settlement, and 
sued in the Kansas courts, where the 
bank contended that the cashier had 
no authority so to bind the bank. 
“The cashier was .the managing 
officer of the bank, had charge of and 


conducted its affairs. The directors 
permitted him to carry on the bank’s 
business with all of its incidents.. The 
taking of such securities on special 
deposit has become an incident of the 
banking business. The nature of the 
property and its value demand especial 
diligence on the part of the banks, and 
banks are held responsible if they are 


derelict in this duty,” said the Court,. . 


in the customer’s favor. —M. L. H. 
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arnishments—a Bank Nuisance 


THE BURROUGHS 


The Practice in Minneapolis While 
Dealing With This “Necessary Evil” 


HE bank man smiled wryly 
while holding the receiver to 
his ear. 

“T’ll have you connected with our 
credit department,”’ he said into the 
transmitter. ‘Hold the line a minute.” 

He turned to me with an explanation. 
Bank officials in Minneapolis are 
kindly folk who will always take time 
to enlighten the inquirer about their 
business. 

“Some strange voice,” he _ said, 
“was asking me if so-and-so’s check 
was good. Unless I’m greatly mis- 
taken, what he really wanted to know 
is whether so-and-so has an account 
here; and he wanted to know that as a 
basis for a garnishment action. 

“Some collection agencies and some 
few attorneys, of the less professional 
kind, have a practice of telephoning 
the round of the banks on the chance 
of some one’s slipping up and dis- 
¢losing the existence of an account 
they’re seeking to locate. They never 
ask directly whether so-and-so has an 
account with us. Oh, no! That 
would be too raw. But, ‘Is J. J. Jones’ 
check good?’ Our credit department 
knows how to handle them. It will 
refuse information of that kind to 
strangers, and give it only when it is 
for good reasons and not against the 
interest of a depositor. 

‘“‘All sorts of dodges are resorted to 
in this effort to run down a debtor’s 
bank account. A favorite one is to 
call a man’s home and question his 
wife, representing, perhaps, that a 
bank in a neighboring town is doing 
the talking. 

** "We have received a check drawn 
by Mr. Blank,’ goes the voice on the 
line, ‘and, not finding him at his 
office, are calling to ask if it’s all right 
to pay it.’ And the wife in all inno- 
cence may let the other get from her 
the name of the bank her husband 
does business with. 

“A debtor against whom the claim 
is sizable may be shadowed by agents 
of the collector, who follow him into a 
bank, see him at a lobby counter or a 
teller’s window; after which —bam, 
goes a garnishee summons to that 
bank! It may catch something or it 

may not. It costs only $1.12 in cash 
outlay here to try, the fee to the 
garnishee, and the defendant pays 
‘that in case of judgment. 

‘, “There is, in fact, no little ‘going it 


cBy Thomas J. Malone 


blind’ in these actions, indiscriminate 
garnishing of two, three, or more 
banks at a throw in the hope, or on the 
chance, of catching funds in one of 
them. Half the garnishments served 
on us from week to week are duds — 
they name defendants who have no 
account with us. All in all, garnish- 
ments are a good deal of a nuisance, 
which we have to put up with. They 
are legal process; the law is on the side 
of making a debtor pay his just debts.” 

So banks look upon garnishment 
business as a nuisance? I asked a 
number of banks in Minneapolis, and 
the consensus was about that. At the 
Midland National Bank and Trust 
Company, the cashier, C. L. Keith, 
went into the bank’s handling of 
garnishments, in some detail. 

“We regard them as a _ necessary 
evil,” he said. “They are handled at 
a loss, for no garnishment pays its 
way with us; the fee does not com- 
pensate for the amount of 
attention demanded. Still, as 
there’s nothing we can do in 
the matter, we deal with them 
as part of the day’s work. 

“You ask about our method 
with each garnishment. It is 
very simple; we use only one 


special form and our recording and 
filing are as direct as may be. 
After initialing a garnishee summons 
and jotting down hour and minute 
of its service, I send it to the head 
bookkeeper. He starts a check-up 
at once of the various departments 
in the bank in which the defendant 
may have funds, or property of any 
kind: commercial, savings, ladies, 
discount, safekeeping, safe deposit, 
city collections and country collections. 
We include ‘discount,’ because that 
department may be holding collateral 
for a loan; and ‘safekeeping,’ because 
customers sometimes leave property 
with us, other than in a safe deposit 
box, merely taking a receipt. 


“ON a slip listing these departments, 

he checks against each, whether 
anything was found or, better, each de- 
partment head may pencil his own 
finding, with his initials. Anything 
found is at once tied up, taken out of 
the defendant-customer’s control. Any 
checking balance is transferred to a 


**We would probably refuse entrance as a matter of — 


our own protection” 


Twenty-four C 
Sl 
3 gi 
7 
ty 
fi 
th 
ir 

la 
te 
la 

a’ 

tl 
te 
jc 
T 

al 

} 
ft 

tl 
tl 
s\ 
b: 
‘ 
a 

cl 
ni 
T 
of 

0 

N 
ir 
W 

te 
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cashier’s check account, thus clearing 
the ledger. 

‘**The head bookkeeper will mark his 
calendar for the date stated in the 
summons for the examination of the 
garnishee, the ‘disclosure,’ so called. 
Then he attaches the departmental 
reference slip to the summons, and the 
two go into a ‘garnishments opened’ 
file. Later he notes on the summons 
the action taken and the termination 
of garnishment. The record is interred 
in a ‘garnishments closed’ file.” 

Sometimes a bank man, being in a 
large and liberal mood and happening 
to have the fact ready in mind, will 
tell the summons server—perhaps a 
lawyer friend —at once, before he gets 
away, that the bank has nothing of 
the defendant’s. Whereupon the server 
takes back his summons and also re- 
joicingly, his one twelve. This is 
voluntary disclosure, without process. 
The bank man may inform the attorney 
after investigating and in advance of 
the date set for disclosure that no 
funds were found, or he may withhold 
that information, and often does, for 
the official examination. At this, he is 
sworn and asked to state what the 
bank had of the defendant’s and he 
answers, ““Nothing.” 


"THE detail of handling a garnish- 

ment in a bank suggests that, except 
for the returning of payment-refused 
checks, about as much attention may 
be required of the bank when there is 
no account and when there is one. 
This points to the most serious abuse 
of aresort salutary in itself —injudicious 
or indiscriminate plastering round of 
garnishee summonses, hit-or-miss. 
Though the affidavit filed with the 
clerk of court in a garnishment action 
states a belief that the garnishee is 
debtor to or holds funds of the defend- 
ant, there is sometimes room for sus- 
picion that such “belief” was based 
solely on guesswork. 

“What do you consider not gar- 
nishable?” Mr. Keith was asked. 

“Cashier’s checks are not,” he 
replied, ‘‘and certified checks; also 
certificates of deposits not in the bank’s 
possession, as left with it for safe- 
keeping. Whereas a joint account is 
tied up if either party to it alone is 
named a defendant in garnishment, 
a partnership account is not affected 
by garnishment against any member 
individually.” 

Every banker knows the devices by 
which some customers seek cannily to 
hedge their accounts against possible 
garnishment. 

“We refuse to take an account,” 
Mr. Keith commented, “‘to be opened 
in the name of ‘John Smith, agent,’ 
without other wording. That smacks 
too much of subterfuge. 

“IT have known instances of de- 
positors who changed individual ac- 


counts to partnership accounts with 
purpose, inferably, to prevent tieup 
of funds. “I recall a case wherein a 
member of what on its face appeared 
to be a joint account called me up to 
warn against tying up the account, a 
notice of garnishment having been 
served on him. The account read, 
we'll say, ‘John Brown and Mary 
Brown.’ 

***But that’s a joint account,’ I said. 
‘It is not,’ came back John Brown, 
‘and don’t you tie it up. It’s a partner- 
ship account. You’ve had notice of 
that.’ And so it proved.” 

Declaration of intention was enough 
to establish a partnership relation. 
One learned that a doctor or a lawyer 
or a merchant may change his indi- 
vidual account to one in his name and 
another’s, say his stenographer’s, no- 


‘*‘A debtor against whom the claim is sizable may 
shadowed by agents of the collector”’ 


tify the bank that it is a partnership 
account, while himself retaining sole 
power to draw checks, and it is even so. 

Checks of a defendant that are 
within and have been accepted by the 
bank, in any of its departments, at 
the time of a service on it as garnishee, 
are charged off before tying up the 
account; but what of checks in clear- 
ings at the time of service? 

“Suppose we are served at noon,” 
Mr. Keith said, ‘‘and that checks on 
us of the defendant-customer have 
gone through the clearings that morn- 
ing. A rule of the clearing house 
permits us to return checks up to 
three p. m. the same day, and be 
credited. I believe there is no supreme 
court ruling on the point in this state, 
and lawyers may differ in opinion; 
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our practice is not to return checks in 
such instance but to pay them, charge 
them off. In case of a large check, 
though, I’d ask our counsel for advice. 
The run of garnishments is for small 
amounts and the larger checks do not 
often figure in them.” 

While other Minneapolis institu- 
tions agree with the Midland in regard- 
ing a safe deposit box as garnishable, 
lawyers specializing in collection mat- 
ters have been known to protest that 
position vigorously. It seems a moot 
question even among bankers. 

The Marquette Trust Company, 
Minneapolis, would refuse admission 
to a renter of a safe deposit box upon 
garnishment, according to G. E. 
Larkin, assistant secretary. “My 
understanding is,” he said, “that we 
have no high court decision on the 
point here, and that decisions in other 
states are conflicting. The issue seems 
to hinge on whether the relation of the 
company and the renter is one in bail- 
ment or is that of landlord and tenant. 
My personal view is that it is the latter, 
and that, in such case, the company’s 
right to bar the renter may be ques- 
tionable. However, in an actual gar- 
nishment, we would probably refuse 
entrance as a matter of our own pro- 
tection.”” Banks and trust companies 
“play safe” when discretion calls for it. 

In its printed agreement with a safe 
renter, the Minnesota Loan and Trust 
Company, Minneapolis, touches on the 
question. One of its clauses reads: 
“This lease shall not be construed to 
create any relation of bailor and bailee 
between the renter and the company 

.’ Another clause states: ‘““The 
company may refuse access to the safe 
at any time when a summons 
in a garnishment action in which the 
renter is named as defendant, or a 
court order, writ or process for the pur- 
pose of attaching or restraining the re- 
moval of the contents of the safe, is 
served on the company.” 


THE garnishee summons need state 

the defendant’s name only, without 
identifying detail, but it must state the 
name correctly. To what extent does a 
bank assume responsibility for identi- 
fication? 

“Our relations with collection agen- 
cies and attorneys are pleasant, on the 
whole,” said Mr. Keith, on this point. 
“We try to co-operate. A bank may 
call up the plaintiff’s attorney for in- 
formation when it isn’t clear whether a 
defendant is its customer or not, 
though it may have one of the name — 
as for address and line of business, if 
they’re not stated. But there are times 
when we leave the burden of initiative 
to the attorney. 

“If defendant’s name is given as 
“William R. Green,’ or ‘Wm. R. Green,’ 
and we have a ‘W. R. Green’ account, 


that’s one thing and our course is clear;.” ¢ 
(Continued on page 51) °,+ 
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The architect's Senpeeive of the new thirty- 
story building under construction for the 
is one of the largest units of the First © INTERNATIONAL NEWSREEL 
the Minti Federal Reserve dow of the Hartford National Bank, Hartford, 
be Conn. It is said to prevent street noises from 
entering a ventilated room 


am told,’’ writes a correspondent, ‘that these 
are forms from a book of requisitions for foreign 
exchange.*’ They are used by the Pacific Commer- 
cial Bank, of Seattle, a Japanese institution 


A timely message in the outside display space 

in front of the main office of the Cleveland 

Trust Company, and (below) a view of the 

interior of the new Pearl Street Bank of the 
Cleveland Trust 
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KEYSTONE 
raceful architectural lines of the Orient—the 
Bank of Morocco (Casablanca) 


The trophy for the northern district, Fred W. 
Kiesel, acanmegy of the California National Bank 
of Sacramento, its donor), and the three winners 
in the state-wi pig feeding contest of the 4H 

Club. Other trophies were awarded by the 
American Trust Company of San Francisco in the 
coast district and the Los Angeles Stock Yards in 
the southern district, and the Bank of Italy 

(the perpetual sweepstakes trophy) 


© EWING GALLOWAY 
A section of the cashier's room of the Reichs- 
bank, — the powerful central bank of the 
German Republic 


Rome C. Stephenson, newly elected president 

of the American Bankers sean ag He is 

vice-president of the St. —_ County 
Savings Bank, South Bow ndiana 
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THE BURROUGHS 


ortgage the Modern 


It Tells of Thrift and Dreams Come 
True by Means of the Building Loan 


godmother of American busi- 
ness, though only a recent mem- 
ber of the banking family —has again 
waved her magic wand. She has pro- 
duced “‘a new use for an old product.” 

When the bottom dropped out of 
the real estate market in 1927 and 
money formerly used for construction 
and home-buying purposes, went into 
the stock market, the banker naturally 
felt the effects in his real estate loan 
department but was partly content 
because his money was turning over 
much faster and safely earning higher 
rates of interest on the call money 
market in New York. But when the 
crash came (October, 1929) he was faced 
with the problem of keeping this money 
working and of course his thoughts 
returned to the real estate field, even 
though that outlook was not very 
bright. 

By “return” I do not mean to say 
‘that he had entirely neglected the real 
estate field but home-buying and 
building had, as a natural consequence 
of the interest in the stock market, 
suffered to an extent where 


‘eodmother ot An —that fairy 


By I. I. Sperling 


Assistant Vice-President, Cleveland Trust 
Company 


deflated the property values and war- 
time prices that had previously pre- 
vailed. In time, the banker was 
disturbed to find that the security un- 
derlying many of his existing mortgage 
loans was no longer as high as it had 
been. Indeed, present appraisals are 
from 10 to 20 per cent lower than they 
were three years ago. And he found, too, 
that under the modern pace, with swift 
changing of living standards, neighbor- 
hoods were deteriorating much more 
rapidly than heretofore and some of 
the property on which he had advanced 
loans was now located in what would 
be classed as “undesirable neigh- 
borhoods.” 

So he had a three-fold problem: 
first, to buck a dull real estate market 
and stimulate public interest in buying 
or building homes; second, to reduce 
his appraisals and bring them more 


in line with normal deflated values and 
yet keep up his volume of real estate 
loans; third, to bolster depreciated 
values underlying existing mortgages. 

The banker very recently had some 
experience with the value of real 
estate loan advertising when several 
years ago, he timidly advertised that 
he had money to loan for first mort- 
gages. Emboldened by this success, 
in his present dilemma he turned to 
advertising and merchandising and 
found “‘a new use for an old product” 
which gave him his new copy theme 
on which to pin his efforts at reviving 
an interest in home-building and home- 
buying. It was the “modernize your 
home’’ idea. 

Of course, as always, in making so 
universal an appeal the banker had to 
be careful about inviting undesirable 
loans, the declination of which might 
cause him embarrassment or possible 
ill will on the part of a “rejected” 
prospect. 

Today, at least one bank in the 
Middle West has laid out a three- 
months’ campaign in anticipation of 
the normal spring buying sea- 


people were not borrowing 
much money for mortgage 
purposes. This in itself left 
a lot of idle money on the 
banker’s hands and he quickly 
found that he could safely 
keep it earning a high rate 
of return by loaning it out 
on call. 

A stagnant real estate situ- 
ation had also created another 
situation which the banker 
felt and is now feeling most 
keenly. It slowly but surely 


son in which the “modernize” 
theme is prominent. The gen- 
eral copy line is ““To Help You 
Buy, Build, or Modernize Your 
Home—6% First Mortgage 
Real Estate Loans.” This 
takes advantage of the na- 
tional better homes movement 
and rides on that tide. Mod- 
ernization is being preached 
by builders, better homes 
bureaus and so on, and the 
bankertookhis cue. An aggres- 
sive campaign was laid out. 


Make Dream-Homes 
Come True 


Steady saving and our mortgage loans 
help. Let's talk it over’ We help you 
buy, build of modernize your home 


“Cleveland Crust 


They've Saved—They’ll Build 
All according to plan 


Our Real Estate Loan Department can help 
to buy, build or modernize your home 


Cleveland Trust 


A BANK IN EVERY NEICHEORHOOD 


Build your castle in 
the air on the firm 
foundation of thrift. 


Our Real Estate 
Loan Department 
can help to buy, 


build or modern- 


iz your home. 


Cleveland Trust 


A BANK IN EVERY NEIGHBORHOOD 


Building Cleveland! 


Once again in 1929 more mortgage 
loans on Cuyahoga County property 
than any other loaning institution. 


Real Estate Mortgage Louse in Cuyshogs Couety Durag 1929 


of Fifteen 
Lending Soving and 1,004,076 
Lou Companses 


Figures by National Survey Service, Inc. 


Cleveland Trust 


A BANK IN EVERY NEIGHBORHOOD 
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The copy line, just quoted, was 
used in branch bank lobbies, on street 
car cards, blotters on customers’ desks, 
inserts in commercial statements — 
and, with variations, in the Sunday 
real estate sections of the local papers. 
Unusual position sought for these 
advertisements was in the classified 
section of the real estate supplement 
on Sundays. 

The Cleveland Trust Company’s 
leadership in its city, state and county 
in the matter of mortgage loans for the 
past twelve years, was emphasized. 
Window displays carried the theme. 
Its officers made talks before various 
groups and these talks were printed 
in its house organ and reprinted by 
the daily newspapers in the real estate 
section. In fact, the talk of the man- 
ager of the construction loan depart- 
ment was reprinted serially in three 
installments in one of the local news- 
papers. A booklet outlining the pro- 
cedure on such loans was issued and 
distributed through the branch banks. 
Here are a few excerpts: 


Home Ownership 


We are all justly proud of the community 
in which we live and in the leadership 
Cleveland has taken among those cities of 
the nation which list as most important of 
their civic assets, the high proportion of 
families owning their homes. Real estate 
investments and ownership in land have, 
since feudal days, been the basis of our 
financial structure and today remain a 
most important factor in establishing the 
stability of family life. Nearly everyone 
has cherished the thought that at some 
time or other he would have a home he 
could call his own. Regardless of how 
humble or magnificent the structure is to 
be, the desire for it is almost universal. 


Period of Saving 


Whether you expect to buy or build, 
there must of necessity be a period of sav- 
ing. During this time you should set aside 
and save such an amount as you find neces- 
sary to purchase your lot and so establish 

our equity in your new home. The Cleve- 
and Trust Company, through its con- 
struction loan department, will be glad to 
advise with you in these matters. 


It is only fair to state, of course, that 
the banker had anticipated the whole 
real estate situation and there had 
been many meetings on the part of 
various groups from time to time to 
stimulate interest in real estate and to 
consider the rather serious situation of 
foreclosures which faced many of the 
banks that had been too generous in 
their appraisals due to an over-zealous 
effort to keep deposit money busy and 
working. This bank, it should be 
stated, has had the lowest percentage 
of foreclosures of any in its city. 

Upon the first appearance and evi- 
dence of this bank’s aggressive cam- 
paign, it was the recipient of letters 
from real estate men saying that many 
people in many institutions had done 
a lot of talking about what ought to be 


done, but this bank’s efforts were the 
first evidence of real action. Two of 
the letters were as follows: 


“We take this opportunity in compli- 
menting you on the advertisement which 
you ran in Sunday’s classified section. We 
feel that a campaign of this kind will help 
to instill confidence in the minds of the 
public and react beneficially not only to 
the bank, but to the real estate fraternity 
as well.” 

“TI noticed with interest your classified 
ad. This type of advertising, I believe, 
will go further to instill confidence in real 
estate than anything outside of possibly 
your own (the newspaper’s) publicity. 
When an institution as sound as this bank 
recommends the buying of real estate, it 
ought to react favorably to the profession 
as a whole. Keep up the good work!” 


HUS there was created an atmos- 

phere of good will among the real 
estate men as a by-product of the 
general campaign. In fact, one of the 
better homes bureaus displays the 
bank’s advertising prominently in its 
exhibition. 

As an internal selling aid, there was 
printed in the bank’s house organ for 
the benefit of employees who are re- 
garded as one of the bank’s biggest 
selling units, the following “sales” 
hints from the pen of the bank’s 
architect: 


“Sooner or later, every home begins to 
show signs of wear. No matter how well- 
built the structure is, the effect of the 
elements over a period of years, the playful 
pranks of children and the ordinary day- 
to-day use of the home, make it an easy 
prey for depreciation. One day the family 
wakes up to the fact that the old home is 
not what it used to be and from that time 
on, Father shudders visibly when he looks 
at the exterior; Mother endures in em- 
barrassed silence the lifted eyebrows of 
friends who glance meaningly at floors and 
walls and children comment more or less 
caustically on the out-of-date appearance 
and shabbiness of the home to which they 
are expected ‘to bring their friends. 

“Using the very best of materials when 
the home is built will retard depreciation 
to a great extent but even so, styles in 
building change and many residences are 
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still in excellent shape structurally but 
hopelessly out-of-date architecturally. 

“‘When times like these come, it is time 
to modernize the home. Call it what you 
will—modernize, remodel or alter—the net 
result is designed to make the building 
more attractive, more salable and more 
comfortable. Modernizing will accomplish 
much if it is done intelligently but on the 
other hand, unwise modernizing is likely 
to leave the home owner with a white 
elephant on his hands. 

‘Before anything is done with the home, 
the following points must be considered: 
Will modernizing increase the market 
value? Will it increase the loan value? 
Will it increase the income or decrease the 
cost of operating, at ee Is the 
expense justifiable? Does the neighborhood 
trend warrant the improvement? And 
finally, is your plan the best solution of the 
problem? 

“‘When these points are settled, (and may 
I suggest that you confer with builders, 
material men, architects, appraisers and 
real estate loan officers at your bank before 
you make your decision), then it is time to 
proceed with the job. Modernizing may 
consist of doing only one or two things, 
such as adding a sun room or putting in 
new bathroom fixtures. On the other 
hand, modernizing may go so far as to 
alter the exterior so that the general design 
of the building is different. 

“Homes built many years ago at a time 
when mansard roofs were popular and 
sa scroll work much sought after 

or exterior decoration, are hopelessly out- 
of-date today and nothing short of a com- 
plete exterior alteration will make these 
buildings attractive. Such a modernizing 
job may sound complicated and expensive 
ut in the hands of the proper workmen, 
wonders can often be accomplished at a 
reasonable cost.” 


Some of the advertisements used 
in the classified section and reproduced 
herewith were as follows: 


BUILD THE CASTLE OF YOUR 
DREAMS 


on the firm foundation of 
thrift. We help you build. 
buy or modernize your home. 


They’ve Saved —They’ll Build 


Make Dream Homes Come True 


Joys of Being at the Top 


By Fred B. Barton 


WO of us had an appointment with 
the chairman of the board of a big 
city bank. At the appointed hour we 


‘called. He was out. 


“Don’t you remember I was in here 
Tuesday with Mr. Shivers, the cashier, 
and made this appointment?” my 
friend asked. 

“It’s news to me,” the secretary 
replied. ‘I keep his schedule, and I 
had him booked for a directors’ meet- 
ing of the Peanut and Pretzel Corpora- 
tion. He’s over there now. You 
shouldn’t take it seriously when the 
‘old man’ gives you an appointment. 


Lots of times he does that and forgets. 
Why, he’s made as high as three lunch 
engagements for the same day. Last 
week, in fact, he made two lunch 
appointments and I made a third, all 
for the same day.” 

Of course we asked, curiously, 
‘“‘Which engagement did he keep?”’ 

one I made for him,” replied 
the secretary. 

Moral: The bigger you are, the more 
bosses you get. And few men get so 
big but that they’re terrified by their 
secretaries and the little black engage- 
ment book. 


> Ms 
t | 
q 
O 
d 
e 
r 
le 
it 
le 
of 
n- 
| 
ur 
ge 
a- 
nt 
d- 
ed 
es 
he 
it. 
— 


THE BURROUGHS 


Clearer Skies for Bank Investment 


by no means as desirable as the ordi- 
nary run of the latter . owing 
to long time maturity. When we buy 
the best material in merchandise, we 
pay a high price. Accordingly, when 
we buy high class bonds having general 
marketability, we pay for owning them 
by conceding a smaller interest return. 

We cannot eat our cake —and have 
it too! 

These things are being so generally 
recognized now that not only is 
“housecleaning” under way with re- 
spect to eliminating unfluid material 
and putting in its place securities of 
high grade, but there are coming to 
us, in increasing numbers, inquiries 


(Continued from page 11) 


from banks that in the past have 
entirely neglected this important mat- 
ter of a secondary reserve. In other 
words, the sunshine of modern and 
prudent bank direction is unquestion- 
ably melting much ice that has pre- 
viously had a place in the investment 
portfolio. 

One fact should be particularly 
impressed upon the banks, and this 
has reference to a tendency, with 
many, to provide and maintain a large 
reserve of actual cash in their vaults. 

Not only does this practice tend to 
contribute to the menace of bank 
robbery and danger from the bank 
bandit, but also draws from and re- 


anadian 
Explaining One of the Many Differences 


duces cash circulation unnecessarily — 
at the same time, affording the bank 
no return upon the excess. 

If, therefore, the banker would 
reduce his actual cash to the necessary 
requirement of law and would invest 
the excess in high grade securities, he 
could leave the latter in safekeeping 
with his correspondent, ready for in- 
stant conversion into cash, and thus 
profit his bank in two ways. 

A well balanced bank statement 
should of course at all times carry the 
legal cash reserve, but at least 25 per 
cent of total deposits should be carried 
in well diversified, high grade market- 
able securities. 


Sometimes Annoying to American Banks 


NE of the various little differences 
between American and Canadian 
banking practice is in the form of 

notice of dishonor to hold the endorser 
in case of dishonored checks. Among 
our American friends, in the absence of 
instructions to the contrary, protest 
seems to be necessary, or at least 
customary. 

In Canada, however, except in the 
Province of Quebec, protest is not 
essential to a valid notice of dishonor, 
in the case of an inland bill. In Quebec 
protest is necessary, except, as the 
Bills of Exchange Act states, “‘in 
cases where the circumstances are such 
as would dispense with notice of dis- 
honor.” Generally speaking, these 
would be where the instructions ac- 
companying the bill are not to protest. 
But all foreign bills must be protested 
in all cases in which a notice of dis- 
honor is usual. 

With ordinary bills of exchange, the 
question is not likely to arise, as these 
are usually sent forward to the collect- 
ing branch bank with a covering letter, 
in which instructions will be given 
and followed by the collecting branch. 
Checks, however, are usually handled 
through the clearing houses. Sometimes 
these instruments carry the words ““No 
Protest” in the bank clearing endorse- 
ment stamps, and sometimes the words 
“No Protest” will be stamped on the 
face of the check. Such instructions on 
the face of the check are meaningless, 
unless they indicate that they have 
been placed there by the endorsers, 
and, in practice, it has been found that, 


cBy A. B. Barker 


Toronto Clearing House 


in some instances, drawers of the 
checks have themselves stamped their 
checks “‘No Protest” in this way. In 
any event, “no protest” instructions 
are merely another way of expressing a 
waiver of protest, and do not in any 
way interfere with the right of a holder 
to protest if he considers it advisable 
for his protection. 

Clearing house rules in the Province 
of Quebec contain a clause to the effect 
that, if a check drawn upon a branch 
other than that to which cleared, and 
bearing “‘No Protest” instructions, is 
cleared in the usual course, the bank to 
which it is cleared is under no obliga- 
tion to see that these no protest in- 
structions are followed by the drawee 
branch. If the depositing bank is 
desirous of insuring that a check shall 
not be protested in the event of dis- 
honor, the check must be sent by mail 
direct to the drawee branch, and the 
instructions ““No Protest’? embodied in 
the covering letter. The reason is that, 
in Quebec, it is the prevailing custom 
to protest a dishonored item whenever 
possible. 

In the other provinces of the Do- 
minion the prevailing custom is, except 
as above stated, not to protest, unless 
there are positive instructions so to do, 
but to rely on the provisions of the 
Act—that return of the item itself is 
adequate notice of dishonor. 

Russel, an authority on the Act, says 


that return of the item to the last 
endorser is adequate notice of dishonor, 
and that the last endorser has the same 
length of time to notify the previous 
endorser as the holder had to notify him. 

This, of course, applies only to 
inland bills. An inland bill, according 
to the Act, is a bill which on the face of 
it purports to be: 

(a) Both drawn and payable within 
Canada (referring to notes). 

(b) Drawn within Canada upon 
some person resident therein (referring 
to drafts). Any other bill is a foreign bill. 

Checks drawn by a customer of a 
Canadian bank on the usual check 
form, will, therefore, be inland bills. 
They may be negotiated out of Canada, 
but this does not affect their status as 
inland bills. As such, in the event of 
dishonor, protest is not necessary, ex- 
cept in Quebec, and will seldom be re- 
sorted to by the average branch bank 
manager. 

It is annoying to an American bank, 
accustomed to rely on protest, to have 
a check returned dishonored from a 
Canadian bank with the simple nota- 
tion that there were insufficient funds 
at credit of the drawer when the check 
was presented, but it is one of the 
principles of international law that, in 
such cases, the law of the country in 
which the bill is payable will govern. 

If, therefore, a dishonored check is 
returned promptly, the endorsers will 
be held as firmly as if it had been pro- 
tested, except, of course, in the case of 
checks drawn on a bank in the Province 
of Quebec. 
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CLEARING HOUSE 


From the practical standpoint of bank profits, is there so 
much difference between a bond on which you must ‘‘take 
a loss’’ and a local loan that won’t pay out? You sacrifice 


yield to gain marketability when you invest funds in bonds. 


Can you be certain in advance that the market value of - 


your bond account will always equal or be above cost? 


Hundreds of bankers have 


the Bond Account 


ment to their own good 


judgment) to be the most economical way to avoid needless 


losses without decreasing yield unduly. 


With this Service at their command, they are buying bonds 
instead of ‘‘being sold’. They take advantage of foreseen 
uptrends in the bond market and of the upward movement 
of certain groups of bonds ahead of the market as a whole. 


They know when to buy—and when to sell. 


Day-by-day, as developments affect the value of bonds in 
their portfolio, subscribers to Moody’s Service are immedi- 


ately informed of the facts and counseled on substitutions 


that may be needed to keep y 
their entire investment port- MOQ C) D : S 
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folio always loss-proof and \ NV ESTOR S SERVICE 


liquid, 


JOHN MOODY, President 
Cost? The fee is based en 65 Broadway, New York City 


tirely on the work involved in putting your investments in 
prime financial health . . . and keeping them that way. It 


bears no relation to the size of the fund involved. 


May we have the privilege of telling you what Moody’s 


Supervisory Service can do for your bank? There will be 


no obligation. Kindly address our principal office. 


In writing to advertisers please mention The Burroughs Clearing House 
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Reserves— Past, Present, Future 


such requirement. However, eighteen 
years later Massachusetts passed a law 
requiring a 15 per cent reserve to be 
maintained in specie against the com- 
bined note and deposit liability of a 
bank. So between the period of 1840 
and 1858, sentiment and banking prac- 
tice gradually drifted into the habit of 
assuming that a reserve against deposit 
liability was a matter of as great im- 
portance as the reserve against note 
issues and when on June 3, 1864, the 
National Bank Act in its completed 
form was adopted, one of the important 
provisions required every national 
banking association to have on hand at 
all times in lawful money of the United 
States a certain percentage of the 
aggregate amount of its notes in 
circulation, “‘and its deposits.”” With 
the passage of the National Bank Act, 
it is apparent that the idea of a statu- 
tory reserve to be maintained in cash 
against both note and deposit liability 
was generally accepted. Considered 
alone and without regard to other 
banking development, this requirement 
seems to have been a reflection upon 
the ability of the banking fraternity 
to conduct their affairs with the wis- 
dom of good business practice and 
experience and was clearly intended as 
another gesture on the part of the 
state to protect its citizens against 
banking instability. 


Changing Conceptions of Reserve 


Soon after the passage of the 
National Bank Act with the position of 
the greenbacks legally established in 
our monetary scheme, the matter of 
bank reserves against note liability be- 
came relatively less important. The 
attention of the banking fraternity 
was directed more and more to the 
question of required reserves to be 
maintained against deposit liability. 
From 1864 until the passage of the 
Federal Reserve Act in 1913, the 
problem of banking reserves was ac- 
cepted in the light of a statutory 
requirement and various changes were 
made both in the state and in the 
national banking laws regarding the 
percentages and kind of reserve which 
must be maintained against deposit 
liability. Itis evident that the Federal 
Reserve Act, in attempting to segre- 
gate time and demand deposit liability, 
has leaned heavily upon actual banking 
practice in its effort to make legal 
reserve requirements sufficient as a 
reserve, yet as light a burden as possi- 
ble on the member banks. We can 
assume that the framers of the Act 
knew that a certain amount of cir- 
culating medium was essential to the 
successful conduct of any bank, and 
when the Reserve Act went so far as 
to specify that only balances at the 


(Continued from page 8) 


Federal Reserve banks constituted the 
legal reserve of a member bank, it was 
not with the idea that any bank could 
conduct its business solely upon the 
reserve balances in its Federal Reserve 
Bank. It was a proper assumption that 
the member banks not only keep on 
hand in their vaults sufficient cash for 
the daily requirements of their busi- 
ness, but in addition it was taken for 
granted that the member banks held 
in their note portfolios sufficient paper, 
eligible for rediscount at the Reserve 
banks, to form an emergency reserve 
available for use at any time. 


The Use of Reserves 


Since the establishment of the 
Federal Reserve banks we have seen a 
broadening of the conception on the 
part of the banking profession as to 
the makeup of bank reserves. This 
change in attitude, while not actually 
expressed in law, has come to look upon 
bank reserves as something more than 
the fixed percentage of deposits in 
reserve banks to be used for the im- 
mediate liquidation of deposit and 
note liability, by the assumption that 
a certain amount of primary and 
secondary reserve in addition to the 
legal reserve should be included in the 
general term of “bank reserves.” As 
an evidence of the development of this 
idea, we have only to notice the im- 
portance placed upon the subject by 
the leading economists and bankers, 
together with the discussions at the 
various meetings of bankers’ associa- 
tions. At present, this question is 
referred to more or less vaguely by the 
term ‘“‘secondary reserves,” but the 
problem seems to be the determination 
of the purpose, function and use of 
bank reserves, or, to phrase it in a more 
comprehensive way, the analysis and 
function of banking reserve assets. 
Economic thought has traveled beyond 
the point of considering bank reserves 
as an insurance against an emergency. 
Their basic function is that of founda- 
tion for our credit structure and their 
utility consists of their proper direction 
for the furtherance of the country’s 
business. In addition to their baromet- 
ric value and their use as a circulating 
medium, bank reserves indicate the 
blood pressure and temperature of the 
nation’s business. The actual reserve 
assets of a member bank upon any 
given day consist of its legal reserves 
represented by its balance at its 
Federal Reserve Bank, and in addition 
a primary reserve consisting of its 
cash on hand and balances due it from 
correspondents. Likewise it also holds 
maturing bills, commercial paper and 
bankers acceptances maturing tnat 
day, while finally it has a further 
potential reserve consisting of call 


loans, listed securities, government 
bonds and paper eligible for rediscount 
at the Federal Reserve Bank. While 
it may be granted that certain assets 
of a bank can be used with a correspond- 
ent as a basis for loans, taking the 
banking system of the country as a 
whole the final arbiter or manu- 
facturer of bank credit in the United 
States is the Federal Reserve System 
and regardless of the extent to which 
banks in our reserve or central reserve 
cities may extend credit to their 
country correspondents, there is a 
very definite limit to which such ad- 
vances can go before the member 
banks in reserve cities are forced to 
the Federal Reserve Bank for advances. 
Leaving the case of the individual 
bank for a moment, one can readily 
perceive that the entire subject of 
“secondary reserves,” as covered in 
much of the present handling of the 
subject, overlooks the broad funda- 
mental fact that the Federal Reserve 
banks alone are able to make effective 
this so called secondary reserve and, 
that therefore, as a matter of banking 
economics, nothing other than paper 
eligible for rediscount at a Federal 
Reserve Bank and government bonds 
can be properly classified as “‘secondary 
reserve.” 


"THE bank reserves required by law 
fall naturally into two classes —re- 
serves of the Federal Reserve banks and 


reserves of all other banks. Basically, 
there is but one reserve which a 
Federal Reserve Bank holds and this, 
of course, is gold; consequently the 
Federal Reserve System is imposed 
witn tne guardianship of the country’s 
supply of this metal. It may well be 
assumed that any changes of even 
minor importance in law or policy of 
tne Federal Reserve System must be 
made with an understanding of its 
final effect upon the country’s gold. 
The world war changed the financial 
center from Europe to New York and 
history has again demonstrated that 
only a world-wide event of such 
importance as the last war is capable 
of making such changes in the economic 
structure of the worid’s financial set- 
up as to shift the world’s financial 
center from one country to another. 
New York’s position, tnerefore, as the 
financial center of the world and our 
country’s position as owner or cus- 
todian of over 50 per cent of tne known 
monetary gold, has placed an enormous 
responsibility upon the Federal Reserve 
System, hardly contemplated when 
the Federal Reserve Act was passed. 
The change has in effect forced the 
Federal Reserve System into inter- 
national banking. The custodianship 
of the monetary gold will in the ensuing 
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A BANKING 
connection with any unit 
of the Guardian Detroit 
Union Group, Incorpo- 
rated, enables you to keep 
in close touch with the 
multiple financial activities 
and significant commercial 
development in Michigan’s 
industrial area. The institu- 
tions in the Group are 
located in the key cities of 
this area and the informa- 
tion and facilities possessed 
by each unit are available 
to all customers of any unit. 


INCORPORATED 


CITY NATIONAL BANK & TRUST CO. 


Battle Creek Detroit 
BANK OF COMMERCE UNION INDUSTRIAL TRUST & SAVINGS 
Dearborn BANK 
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Detroit 
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Detroit Highland Park 
NATIONAL BANK OF COMMERCE HIGHLAND PARK TRUST CO. 
Detroit Highland Park 
AGGREGATE RESOURCES OVER 


UNION GUARDIAN TRUST CO. 


THE NATIONAL BANK OF IONIA 


UNION & PEOPLES NATIONAL BANK 


Jackson 
FIRST NATIONAL BANK & TRUST COM 
PANY 
Kalamazoo 


CAPITAL NATIONAL BANK 
ng 

CITY NATIONAL BANK & TRUST CO. 
Niles 
FIRST NATIONAL BANK & TRUST CO. 
Port Huron 


FEDERAL COMMERCIAL & SAVINGS 
BANK 


Port Huron 
SECOND NATIONAL BANK & TRUST 
COMPANY 
TRENTON STATE BANK 
Trenton 
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YWISTER,Z00 


VICTORIA VENETIANS 
shut out glare 
and atd ventilation 


* 


Victoria Venetians permit any degree of light 
and ventilation 


O matter how brilliant the 

sunlight, either direct or 
reflected from the snow, it is 
soft, mellow and kind to the 
eyes after passing through 
Victoria Venetians. 
Use these better blinds the year 
‘round to add to the productiv- 
ity of your working quarters. 
Benefit by the better daylight 
they provide and the fresh air 
without drafts. 


Their reasonable cost, splendid 
service, long life and little up- 
keep make them an investment 
that shrewd bankers readilyO.K. 


THE 
BOSTWICK-GOODELL CO. 


Blinds since 1894 
NORWALK, OHIO 


Representatives in Principal Cities 


ICTORIA 
VENETIANS 


READY TO 


The Better Blinds— 


years continue to call upon the Federal 
Reserve banks more and more to shape 
their policies under the necessity of 
assuming the responsibilities which 
this flood of gold entails. 

As has been pointed out, the reserves 
of the private banks of the country are 
not based primarily upon gold, but 
rather upon whatever form of cir- 
culating media can be used for the 
liquidating of its debts. In any neces- 
sity the banks of the country look to 
the Federal Reserve System to supply 
them with such circulating media as 
can be used by them in the pursuit of 
their ordinary course of business. The 
present economic problem confronting 
the banks today, and this problem 
when finally settled will carry with it 
the answer to most of the banking 
questions currently investigated and 
discussed, is the problem of the main- 
tenance by each bank of a sufficient 
primary and secondary reserve, or in 
other words, sufficient reserve assets.. 
It is a problem of bank policy and 
management, rather than a question 
to be answered by _ congressional 
action. Possibly it is a problem of the 
education of the banker himself in the 
history of banking and the funda- 
mentals of economics. Legislation in 
itself has rarely been more than a 
signpost along the road of business 
development based upon past experi- 
ence rather than future expectation. 
Banking, after all, is a business of men 
and personalities rather than dollars 
and cents, and banking legislation has 
been especially devoid of the recog- 
nition of the personal element of the 
business. 


ESERVE assets in the broader sense 

have two main purposes —a daily use 
and an emergency use. The daily use 
of bank reserves consists in their utili- 
zation in the furtherance of commerce 
and industry. Unless they are properly 
directed, they either become unavail- 
able as capital or consist principally of 
circulating media and bank balances, 
and correspond to the miser’s hoarded 
gold. Either extreme, the so called 
“frozen assets” or a great prepared- 
ness of cash and bank balances, in- 
dicates that a bank is not performing 
its proper function, and there are many 
cases of good banks being of little 


_ good to their community, in addition 


to the numerous cases of bank failures 
due to the opposite extreme. The use 
of bank reserves in an emergency to 
liquidate sudden or unexpected de- 
mands of the depositors, is well recog- 
nized both in law and sound banking 
practice. The Federal Reserve Act, 
for example, recognizes that member 
bank reserves have certain uses, al- 
though the Federal Reserve Board has 
never yet attempted to formulate any 
plan for their development. Possibly 
the reason for this lies in the restricted 
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legal reserve required. The present 
Act goes no further in its recognition 
of legal reserves than to prescribe that 
under the regulations of the Federa! 
Reserve Board, member bank reserves 
may be checked against and with- 
drawn for the purpose of meeting 
existing liabilities. This recognition, 
however, seems to limit the use of a 
bank’s legal reserve to the liquidation 
of liabilities rather than the production 
of profits or as a direct assistance to 
commerce and business. 


Reserve Assets of the Future 


The present banking laws, in at- 
tempting to fix legal reserves upon a 
deposit liability basis, recognize only 
the distinction between reserve city 
banks and country banks. It fails to 
provide for the actual conditions which 
find the banking business one of per- 
sonalities, complicated by varying 
local and economic conditions, and 
only generally makes an effort to 
establish a standard of reserve assets 
suitable to the need of an individual 
bank. 

The growth of the idea of required 
reserve against liabilities is only one 
instance of the effort to control banking 
business in this country by legislation. 
Our system of bank examination and 
supervision is another admission on the 
part of the State that the business of 
banking is being guided and possibly 
controlled through statute rather 
than through the experiences and 
economic training of bankers. Our 
attitude is that of approaching the 
subject of banking in the timeworn 
American method of solving our eco- 
nomic and social questions through 
legislation, when the real answer to the 
problem lies much deeper than statu- 
tory enactment. This country in 
pursuing its idea of the development of 
banking by legislative enactment, has 
accepted this cOurse as the only way 
out of our banking difficulties with 
25,000 independent banks controlled 
and supervised by forty-nine or more 
governing bodies. If the answer to the 
banking problem is to be one of legis- 
lation, the effort must be made to 
determine and establish necessary in- 
vestment policies, correct ratios and 
distribution of reserve assets, as learned 
through actual experience founded 
upon sound economic policies. 

A study of the panics and business 
depressions of the last fifty years shows 
that each economic cycle has pro- 
duced some very sound economic 
thought and reasoning, which has been 
reflected in substantial legislation on 
the part of Congress and legislatures 
of the various states aimed at the 
correction of economic disturbances 
which were presumed to have influenced 
or produced the ensuing period of 
depression. The Federal Reserve Act 
following the panic of 1907, seems to 
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Why Jeopardize 
Depositors Lives? 


Bandits are well aware banks have instructed employees to 
offer no resistance and let the insurance company pay the 
loss. But a false move by a nervous depositor would prob- 
ably mean loss of life, the responsibility for which could 
clearly be placed on your bank for not giving the same in- 
structions to depositors in case of hold-up. WHY NOT 
HAVE THE ADVERTISING VALUE OF A 


HOLD-UP PREVENTION SYSTEM THAT IS ALSO 
INVALUABLE IN NORMAL OPERATIONS— 


Completely Obsoleting Present-day Exposed Con- 
ditions in Banking Rooms 


This endorsement explains everyday 
advantages of National equipment 


The [nrain Street Savings Trust 


CAPITAL AND SURPLUS $1,100,000.00 
LAKEwoOOoo oF 
16010 OETROIT PLEASE ADDRESS AE PLY TO 


Lakewand, 


Sept. 27, 1930. 


The National Safe and Lock Company, 
2345 E. 69th St., 
Cleveland, Ohio. 


Gentlemen: - 


In answer to your letter inquiring as to the effectiveness 
of the National “Holdup Prevnshun" system installed September 15th, 
1930, we desire to state that everything has been satisfactorily 
operating without any confusion to our working force. 


The Personnel of our bank have quickly mastered the operation 
after your one day test and demonstration. 


We believe the automatic cash drawers, controlled from the 
cage gates, are a most effective method of insuring our bank against 
carelessness of Tellers. Our Tellers cannot leave the cash drawers open 
when leaving the cage, nor can they leave the cage doors open when using 
the cash drawers. 


The same holds true for the vault. The dey gate now is always 
closed and locked, unless someone is passing into the vault. 


We now feel that our bank is secure from Bandit attack, because 
we can automatically lock every dollar in the cages and vault instantly 
and silently call the police. 


Your Neon tube sign will surely advise any bandit investigator 
that we are protected. 


Yours very truly, 


National System automatically set in action, and silent 

Police or Vigilante alarm rated by obeying bandits’ 

command of ‘“‘hands up!”’ No button or foot devices to 
push. False or accidental alarms are impossible. 


The National System is quickly installed, without 


interference to business, and without defacing 
banking fixtures. 


I. 
y A brilliant Neon Tube Lobby Sign, prominently 
e displayed, warns bandits of bank’s protection. 
(Size:—17” x 14’’) 
3. 


Automatic, electrical control of interior doors, 
grille and vault gates, cage gates and cash drawers, 
establishes a new standard of safety, making care- 
lessness impossible. 


4 This method of faster, safer bank operation actually 
e eliminates holdup attacks. 


SIMPLICITY—Entire banking personnel quickly accus- 
tomed to new method. 


CAREFULNESS—tTellers cannot leave cage gates open, 
when money is exposed. Nor can they leave cages with 
money unprotected. 

Operation without safety impossible. 


Automatic control of interior doors, grille gates, vault 
day gates, keeps them safely closed and locked. Remote 
unlocking control saves many steps each day, speeding 
up general operation. 


THE NATIONAL SAFE AND LocK CoMPANY 


CLEVELAND, U. S. A. SALES ENGINEERS QUICKLY AVAILABLE IN ALL PRINCIPAL CITIES 


door or vault equip- 


vitalimportance to 


you. Our 47 years 
| Of experience are 
| at your service. 


This Book # The National Safe and Lock Co. 
FREE 2345 East 69th Street, Cleveland, Ohio 


Please send me your FREE book on National Bank Vault Doors and full in- 
ks etary formation on the subjects I have checked below. 


ment, O Daylight Robbery (Vault Linings O Grille Partitions 
facts (Safe Deposit Boxes [Vault Systematizers [Chests Vault Lockers 
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ou KNOW 
what youll 
get ata 


Statler 


Those who travel 
much know the 
assurance that 
comes with step- 
ping into a Statler 
Hotel. It makes 
no difference 
whether or not 


you have ever 
visited that par- 
ticular Statler be- 
fore. You know 
it’s a Staller... 
and that’s enough. 


To make your 
evenings pleasant 
... radio reception 
in every room, a 
bed-head lamp for 
restful reading, a library where you 
can browse to your heart’s content! 

For refreshing rest ...a luxurious 
bed with an inner-spring hair mattress! 
For your comfort and convenience any 
time ... a private bath in every room, 
circulating ice water, a full-length 
mirror, even threaded needles in the 
pincushion! 

For satisfying meals... carefully 
selected food prepared by skilled chefs 
and served in a variety of restaurants. 

For the assurance of fair prices . . . 
a fixed rate plainly posted in each room! 

And above all, for that feeling of 
friendly helpfulness which makes every 
Statler visit a delightfully remembered 
experience . . . a staff of trained em- 
ployees to serve you courteously, cor- 
dially, unobtrusively, so that your sat- 
isfaction can be guaranteed. 


HOTELS 
STATLER 


BOSTON DETROIT 
BUFFALO ST.LOUIS 


CLEVELAND NEW YORK 
[Hote/ Pennsylvania 
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have successfully met the requirements 
of the country in alleviating further 
money panics and to have established 
an elastic supply of currency for the 
business needs of the country. How- 
ever, it was never anticipated that the 
Federal Reserve Act could control the 
economic development and flatten out 
the peaks of prosperity and the pits 
of business depression which have al- 
ways followed. The country is again 
undergoing a period of economic re- 
adjustment and once more the urge 
is felt for a readjustment through 
legislation which will better enable the 
business of the country to be carried 
on smoothly through the medium of 
the banks and our financial system. 
There is enough precedence in our 
history to lead us to believe that the 
resulting legislation will be based upon 
sound economic policies and _ will 
actually be of assistance in restoring 
a better economic balance. Because 
of the very important position which 
the banking business occupies in its 
relationship to industry, agriculture 
and commerce, a strengthening of the 
banking and financial system of the 
country will necessarily result in ad- 
vantages to the business of the country 
in general. 

This seems to be the day when big 
business applies the microscope of 
science equipped with research labora- 
tories to the various processes of manu- 
facture, production, distribution and 
marketing of its products, and ap- 
parently the time has come when 
the banking industry, and perhaps the 
public, will realize that it is necessary 
for a research laboratory to be organ- 
ized to enable the banking institutions 
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of the country not only to keep up 
with industry and business but to be 
able to foresee economic changes and 
to formulate their policies accordingly. 
It is not expecting too much of the 
government or of the various states to 
ask the tax payers to appropriate a 
sufficient sum of money to establish an 
independent research laboratory for 
the benefit of the banking business. 
Certainly the information which can 
be assembled and brought to the banks 
will be an important factor not only in 
the education of the banking fraternity, 
but as a possible means of preserving 
our unit banking system and elimi- 
nating some of the bank failures which 
the past few years have witnessed. 
If the banking business is a quasi- 
public service business, which our 
present attitude indicates, then the 
time has come for the state to take 
another step in research work which 
will permit the banks to formulate 
their policies of investment in reserve 
assets upon sound economic informa- 
tion disseminated through recognized 
official sources. 

Through properly equipped research 
bureaus, the states and tne nation can 
establish departments of investigation, 
research and education. Let the 
supervisory authorities, through the 
corps of bank examiners, place this 
information before the bankers in a 
recognized official way. Banking is 
not static but changes with the new 
requirements of business and industry. 
While we may not be able to effect a 
metamorphosis in present reserve as- 
sets, we can at least lay the foundation 
for a more enduring system of banking 
in the future. 


Customer Cultivation 


(Continued from page 16) 


assistant manager and clerks in the 
branch, but seldom, if ever, sees a 
senior officer. Why isn’t it a good 
idea to have a senior officer make calls 
in the neighborhood of a given branch 
with the branch manager? It helps the 
manager because he feels he has the 
support and active interest of the 
senior officer. It pleases the customer 
because the branch manager is inter- 
ested enough in him to bring a senior 
officer in to call. At least, a senior 
officer could meet the customers as 
they come to the branch, from time 
to time, chatting with them, hearing 
their problems, or listening to the 
matters in which they are interested. 
This plan need not be confined to 
places where banks have branches. 
Many of the banks in our smaller 
cities and towns have customer contact 
through the cashier or assistant cashier 
and no other officers. The president or 
vice-president are seldom, if ever, 


seen on the floor of the bank. The 
suggestion above could well be carried 


out to advantage in even smaller 
banks. 


[NSTITUTIONAL advertising which 
recognizes achievements in some 

given line, is often a very effective, 

indirect cultivation of customers. 

But the subject of customer culti- 
vation is almost endless. It is impossi- 
ble to cover the subject completely 
in one article. Brought down to the 
simplest terms, however, customer 
cultivation, to be worthy of the name, 
must benefit, first the customer, and 
secondly, but also, the bank. It takes 
an infinite amount of patience to do 
the job right. Results are often slow 
in coming, but I feel safe in saying 
that probably there is no department 
of the work that is more important, 
more necessary, or that will contribute 
more towards the welfare of your bank. 
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“KANE QUALITY” VENETIAN BLINDS 


Improve Working Efficiency by 


Eliminating Glaring LIGHT and Annoying 
Drafts Without Stopping VENTILATION 


\ 


TILTING BAR 


OU are probably all too familiar with the annoying ineffic- 

iencies caused by direct glaring light and strong drafts from 
open windows. Perhaps you frequently find it necessary to prac- 
tically shut off ventilation in order to avoid troublesome sun rays. 


“KANE QUALITY” Venetian Blinds rectify those 
conditions. They diffuse strong light into mellow 
softness for best working efficiency, yet admit all of 
the air desired without direct drafts. They are easily 
raised and lowered and the slats simply tilted at var- 
ious angles to meet all conditions. They furnish an 
attractive treatment for windows and are economical 
to use, since they last indefinitely and are easily 
cleaned. The Port Orford Cedar Slats will not crack, 
warp, split or check. 


Improved 
CENTER 


Banks everywhere are installing this new means of comfort control as the most 
practical, most economical method of window treatment ever designed. 


Write for complete details on “KANE QUALITY” Venetian Blinds, or Rustless Insect Screens. famous for over 40 years. 


KANE 


MANUFACTURING COMPANY 
KANE, PA. 


KANE MANUFACTURING COMPANY 
Dept. F-12, Kane, Pa. 


Please send free illustrated book on 
(| Venetian Blinds. [|] Rustless Insect Screens 
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Have your secre- 
tary send l(c for as- 
sorted samples to find 
your personal pen. 


ESTERBROOK PEN CO. 
56 COOPER STREET, CAMDEN, N. J. 


No Hold-ups Occur 

in Banks Protected 

by Padua Hold-up Units. 
Why? Because Hold-up Men 
Prefer to Avoid Such Banks. 


Let us show you how Padua 
units can be installed with 
your present equipment. 


PADUA Hold-Up Alarm Corporation 


59 Seneca Street COHOES, N. Y. 


_ such funds as they do on 
_ their ordinary surplus and 
_ undivided profits. 
_ gument for such a plan is 


NK ENVELOPES 


Write for FREE sample 
assortment of Regis- 
tered Mail, Statement, 
Stop Payment, and 
other special Amestyle 
Envelopes for banks 
and bankers. 


Strong, safe, attractive, 
economical. 


AMES SAFETY ENVELOPE CO. 
55 Sudbury St. Boston, Mass. 
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FROM A BUSY DESK 


cBy Hy. W. Sanders 


on the question of Federal Reserve 

earnings prompt a repetition of a 
suggestion made in this column several 
months ago. It is to the effect that the 
present Federal Reserve Act should 
be amended to permit thedistribution of 
some part of the earnings of the Federal 
Reserve banks in the form of an addi- 
tion to the surplus of its member banks, 
such funds to be held indefinitely, not 
to be distributed as profits and only 
to be paid out in the event of the 
liquidation of the bank. Of 
course the member banks 
could enjoy the earnings on 


Sion comments by banker friends 


The ar- 


that the earnings of the 
Federal Reserve banks are 
only made possible by the 
fact that no interest is paid 
on the reserves of its mem- 
bers, which are held as de- 
posits by the reserve insti- 
tutions. It is argued with 
great force that to allow in- 
terest on such funds would 
be to run the risk of reverting to the con- 
ditions that applied before the system 
was established, and would be violating 
the proved principles of reserve bank- 
ing as worked out in many other 
countries. To increase the dividend 
rate from the present statutory maxi- 
mum of 6 per cent would tend to 
establish rates of distribution that 
could be reduced only with difficulty, 
owing to the tendency of all financial 
institutions to keep the earning rates 
at established levels. It is pointed out 
that if the Reserve banks are to be 
considered primarily as profit makers, 
their usefulness may be seriously 
impaired, and this is the principle on 
which excess earnings are taken by the 
federal government by a franchise 
tax. On the other hand, most, or per- 
haps all, of the Reserve banks have 
accumulated the surplus allowed them 
by law. In future years a larger part of 
earnings will have to revert to the 
government under the fiction of a 
franchise tax. Under all accepted laws 
of property ownership, these earnings 
belong to the stockholders and if it is 
thought inexpedient to distribute divi- 
dends, why not permit a special distri- 
bution for surplus only, as suggested? 


* * * 


Another branch banking problem: 
modern practice tends to set up for 


Mr. Sanders 


every branch a separate profit and loss 
account and general books—to make 
each unit in the system stand on its 
own feet. The big problem here is how 
to distribute the cost of head office. 
Some do it by arbitrarily prorating the 
cost over the system. Others do it 
by giving to head office the earnings 
on the capital assets of the bank itself, 
and a spread between the interest 
charged to branches overdrawn, and 
the interest allowed to branches that 
carry credit balances. One banker 
stated that this system 
makes those branches that 
have more loans than they 
can handle from local funds 
earn larger profits than 
branches having an excess 
of loanable funds, and that 
managers’ salaries are fixed 
accordingly. He adds that 
this is as it should be, for 
the place for the best man 
in a bank is where the loans 
are heaviest. The problem 
is to get enough profits at 
the credit branches to 
justify salaries that will 
attract men who can hold 
the business and keep the deposits. 


* * * 


Philip Withermore, vice-president of 
the Futurity National, says that when 
people go to consult him about invest- 
ments he usually says “no.” He says 
that when they want to buy shares 
they do it without asking him, and 
when they really have some doubts in 
their minds, they consult him. In most 
cases, he says, to say “yes’’ gives the 
banker a chance to get fitted out with 
horns, goatee, and long flowing tail. 


* * * 


Competition between banks in the 
larger cities is creating a difficult situ- 
ation in respect to interest allowed on 
demand deposits. Most large corpo- 
rations have arrangements whereby 
interest on day-to-day balances in 
excess of a certain minimum is credited 
monthly. Large corporations having 
operations spread over many cities, 
have been quick to find out that con- 
ditions in some centers are more favor- 
able than others and transfer their 
balances accordingly. Often the rates 
allowed in one city are used as a lever 
to raise rates in another. The result 
is a not-very-healthy competitive situ- 
ation, for it has been abundantly proved 
that banking competition on the basis 
of interest rates usually ends in an 
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INFORMATION OF BUSY BANKERS 


Gilbert Safety Bond is a new check paper which met with instant 
approval from bankers when it wes put on the market several 


years ago. 


It is different from the ordinary surface colored papers in that its 
protective features are produced by a secret chemical treatment which 
does not alter the appearance or writing surface. A dark brown 


stain is the immediate result of an application of ink eradicators. 


It is an all rag content bond paper of high quality which permits 
fine printing effects unhindered by any confusion of pattern on the 


surface. 


Ask your printer or lithographer for samples before placing your 


order. 


Made by GILBERT PAPER COMPANY, Menasha, Wisconsin 


SAFETY BOND 
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THE BURROUGHS 


unsound credit situation. Local con- 
ditions can be controlled by clearing 
house agreements. The logical step 
under present circumstances is inter- 
city agreements. 


* * * 


A branch bank condition: A and B 
are managers of branches that are 
comparable in size and general condi- 
tions. A happens to be a good letter- 
writer and can present a case in its 
most interesting and convincing as- 
pects. B has no power of expression: 
his letters to head office provoke 
lengthy replies asking for further in- 
formation and criticizing his presenta- 
tion of loan applications. Result is 
that A gets through far more loans 
than B and is prospering accordingly. 
Yet those who know both men say that 
B is probably a better credit man 
than A. 


* * * 


A country banker was in our office 
recently. He said that many country 
bankers were like their farmer cus- 
tomers —too busy and too close to the 
picture to see their situation in its 
proper perspective. He illustrated his 
point by telling of a farmer customer 
who had a 100-acre ranch and was in 
financial difficulties. The bank was 
about ready to close him out, so unsat- 
isfactory was the account, but decided 
to try to work it out. My friend went 
out to the ranch and found that the 
farmer had enough machinery on the 
100-acre farm to suffice for 1,000 acres. 
The farmer was mechanically minded 
and just could not resist buying any- 
thing new and improved in machinery. 
Result was that when a slump came 
along he found himself in the hole so 
deep that he scarcely knew if he 
could possibly make the grade and 
was about ready to end it all by the 
suicide route. With the help of the 
banker, a strict budget, and somewhat 
better conditions than were expected, 
the debt was liquidated in several 
years, the farmer hiring some common 
labor to do some of his own work 
while he went with his expensive 
machinery to work for neighbors at 
higher wages. However, the moral 
that is to be drawn is that many 
country bankers are in much the same 
fix: too absorbed in technical details, 
and too everlastingly busy, to haul off 
and take a good look at themselves. 
If some one could do for some of them 
what they do for some of their cus- 
tomers, there might be a_ smaller 
mortality. 


* * * 


A vice-president of a medium-size 
bank has the bank’s bond account 
to look after. He says that his main 
trouble is to get maturities neither too 
short nor too long. If the maturity is 
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PIONEERS 


A hold-up frustrated without a gun battle. 
There is no known defense against 
Federal Gas despite claims 
to the contrary. 


FILL OUT THE COUPON 


Federal Laboratories, Inc. 
185 Forty-First St., Pittsburgh, Pa 
(Representatives i in all Principal Cities) 


Gentlemen: Without obligation to us, you may 
please send us details about Federal Bandit Protec- 
tion for banks. 


Name 
Title 
Bank 
Address— 
City 


State 


BCH 12-30 


DAYLIGHT PROTECTION 
SNS TE 


HE National Rating Bureau of Casualty 

and Surety Underwriters guarantees 

this discount to banks installing Federal 
Gas Protection—a just reward to the pioneer 
developer of chemical protection. 


This 25% discount, the greatest ever granted 

to a daylight protective device, is a fitting 
recognition of the splendid record of FEDERAL TEAR 
GAS during past years, in the prevention and frustra- 
tion of banditry. 


Federal Laboratory engineers inaugurated safe, harmless, 
yet absolute prevention of the atrocities of ruthless 
bandit attacks—now it protects patrons and employees of 
thousands of BANKS, PUBLIC TREASURIES, PAY- 
OFFICES, etc. These years of research and experience can 
be applied to your protection problem. 


Banish forever that fear of hold-up and murder— 
install Federal Gas NOW! 


FEDERAL LABORATORIES, INC. 
185 Forty-First St. Pittsburgh, Pa. 


FEDERAL 
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Rag Fibers for 
Quality 


the Heart of 
the Paper 


man 
cut the out 
your Leager 


The value in your ledgers and records is their recording value. Inferior 
paper, the first temptation to the low-quality supplier, reduces or 
destroys this recording value. Good ledger paper, on the other hand, is 
the very heart of your records —let no man cut out their heart. 


Accountants and auditors become impatient with inferior ledger paper 
that tears out at the rings, fuzzes and furrs with use until the figures 
themselves grow dim and illegible and new entries look out of place. 


efendum Ledger 


Any stationer doing good work will tell you he has known Defendum 
Ledger for years. He knows it is made from choice rags and fabricated 
without hurry in a mill devoted essentially to bond and ledger papers. 


Your stationer would not cut the paper-heart out of your ledgers and 
records unless driven to it by price pressure ; so speak with him always 


about the quality of ledger paper he proposes to use. If he says 
“Defendum” you can safely say “O. K.” 


May we send you a complete sample book showing all sizes, 
weights, colors ? 


A National Standard for Ledger Leaves and 
Worthwhile Records—Defendum Ledger 


PARSONS PAPER COMPANY 


Over two thousand tons of good rag ledgcr paper every year 


Papermakers aa HOLYOKE, MASS. for 76 years 
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too short, the selling and buying com- 
missions make too much of a hole in 
the yields. If too long, there is pretty 
sure to be a slump in price sometime 
in the future before maturity and then 
he must write them down to market. 
On the other hand, he cannot write 
them up again. At maturity or on 
sale, there may be a profit over the 
book figure, but that does not help 
the earnings account in the meantime. 
It looks as though we should re-value 
our bond lists every six months to get 
the right picture of earnings. 


* * * 


Peter Pencecounter, the teller, gets 
off a good one now and again. One of 
the deposits that comes to his window 
is from the Chinese laundry and the 
man who brings it in looks tubercular. 
Peter calls him ““One Bum Lung.” 


* * * 


Trust officer directs attention to an 
important point in developing trust 
business. This is the fact that once a 
bank has accepted a trust, it cannot 
ordinarily let go of it. With the business 
of the banking department, an unsatis- 
factory account can be dismissed or any 
other connection broken. On the other 
hand, before a trust can be taken out 
of the bank, it is subject usually to the 
consent of a court. Some banks and 
trust companies have found them- 
selves with trusts that they would 
willingly have dropped. Unsalable 
and troublesome properties, unreason- 
able beneficiaries and adverse condi- 
tions have sometimes placed a heavy 
load of responsibility and worry on the 
trust officer. Yet, no matter how 
serious the burden, or how incom- 
mensurate the revenue, the bank 
must keep hold and discharge the full 
obligation. Moral is to be careful 
what the trust department takes on 
in the first place. 


* * * 


A well known California bank issues 
to its employees a house organ bearing 
on the cover the following ‘Ideals’: 

(1) To maintain sound and conserva- 
tive banking principles and practice. 

(2) To place the welfare of the bank 
before the interest of any individual 
connected with it. 

(3) To observe banking ethics and 
foster co-operation with other banks 
and among ourselves. 

(4) To meet every customer in a 
spirit of friendly service and to care 
for his interests as though they were 
our own. 

A bank that could carry out such 
ideals would build up a very notable 
institution. 


* * * 


“Labor banks” were greatly pub- 
licized a few years ago. From thirty- 
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protection, 


Diebold-Lake Erie Electrical 
Tear Gas Systems mean 
25% insurance reduction! 


Arrer a careful study of tear gas by the Under- 
writers’ Laboratories,and its effectiveness in frustrating 
hold-ups, the National Rating Bureau has increased 
the preferential discount from 10 to 25 per cent to all 
banks protected by electrical tear gas systems. The 
rate reduction under this new ruling is enough to pay 
for a Diebold-Lake Erie Electrical Tear Gas installa- 
tion in a surprisingly short time. Or, looking at it in 
another way, many banks equipped with Diebold Gas 
will get their insurance protection free one year in 
every four. 


Get the dual benefits of protection and low insurance 
rates now. Install a Diebold-Lake Erie Electrical Tear 
Gas System. Write us for our booklet on tear gas and 
complete information about its installation. Address 
Diebold Safe and Lock Company, Canton, Ohio. 


Diebold 


Safe and Lock Company, Canton, Ohio 
Seventy Years of Bank Service 
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For 
Credit Information 


CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 


INVESTED CAPITAL 150 MILLION DOLLARS 
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six in 1926, the number has shrunk to 
twenty-two in four years. B. C. 
Forbes says that banking is going to 
be done by bankers and not by non- 
bankers. There is no royal road 
in the banking business, but on the 
other hand, there are many pitfalls. 


* * * 


Awarded diploma for the nerviest 
job: the thief who stole the $2,500 
payroll from the Federal Reserve Bank 
of Cleveland between the time it was 
made up and the time it was to have 
been distributed to the clerks. 


* * * 


Real estate authorities say that there 
is a billion dollars praying for invest- 
ment in non-speculative home building. 
Some home owners who have built 
during the past ten years and now 
face a depreciation of from 10 per cent 
to 20 per cent due to obsolescence and 
lower building costs, think they know 
why the public is getting shy of borrow- 
ing money to build homes. Yet we 
must have them. What is the answer? 


We See in the Morning 
Mail— 
(Continued from page 20) 


We didn’t know they got that far 
North! Pardon us a moment while we 
see if our porter is out of sight. He’s 
very touchy and as childish as most 
of his kind. He takes his obligations 
no more seriously than yours up there. 
As a result they are not usually good 
risks. However, there are exceptions 
in judging all races. In the South 
there is a bank with $20,000 worth of 
loans to negroes and they are reported 
excellent. The reason is that all of 
them are employed regularly in large 
mills and give orders on their salary 
for the amount of their payments. The 
mills accept these orders and hold the 
amounts from their checks, sending 
them direct to the bank. This order 
scheme is very good and you may use 
it in other instances. Generally, loans 
to negroes are not made unless secured 
by collateral. 

“Has the present proportion of unem- 
ployment increased losses? . Are 
Collections more difficult?”—R. W. E., 
Arkansas. 

Unemployment has reduced volume. 
It has in this way reduced profits. It 
has apparently not increased losses on 
loans already made, because most 
managers have been wide awake to 
the fact that lay-offs are now in style 
and they have therefore insisted on 
having endorsers in different lines of 
work. A redeeming feature of small 
loans is that the payments are not far 
apart. When a borrower is out of 
work, you know it in time to collect 
from the co-makers and if you are 
Wise, you will insist on having a new 
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ONE of industry’s great 
needs, to lower cost of distri- 
bution, is receiving impor- 
tant aid from the telephone. 
Business menare using long 
distance more and more—to 
buy, to sell and to keep upcon- 
tacts. “‘Key Town Selling’’ by 
telephone saves time for both 
parties, covers territories more 
frequently, builds good will 
and carries on the affairs of 
business at lower expense. 
This use of Bell System ser- 
vice is but oneof many signs of 
the growing telephone habit. 


iy 


Economical distribution 
—bhy telephone 


BELL TELEPHONE 
SECURITIES CO. Ize. 


195 Broadway, New York City 


To take care of 65,000,000 
local and long distance calls 
a day, a vast plant has been 
developed which measures its 
telephones by millions, its wire 
by tens of millions of miles, 
its assets by billions. 

The important fact for in- 
vestors to remember is that the 
telephone has become a na- 
tional necessity, and that the 
Bell System’s growth year after 
year has been continuous. 

May we send you a copy of 
our booklet, ‘‘Bell Telephone 
Securities’ 2 


andscape 
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With Evergreens 


Rhododendrons and Mountain Laurel Will 
Add Beauty and Value to Your Home. 


PRICE LIST FREE 


Tennessee Evergreen Co. 
Box 578... Elizabethton, Tennessee 


‘“‘The Fundamentals of 
Good Bank Building’’ 


by Alfred Hopkins of 
HOPKINS & DENTZ, BANK ARCHITECTS 
NEW YORK, N. Y. 


makes interesting reading for any banker 
Published by BANKERS PUBLISHING COMPANY 
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Ox of the many interesting m UNION TRUST«. 


vistas in the largest single CLEVELAND 
banking room in the world— Resources over $300,000,000 
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note before one of the others is off. 
Small loans may be demanded at any 
time. That sometimes means little, 
no matter how loud you shout. Again, 
it means you get a fresh note with new 
security. Frequently a borrower ap- 
pears and says: ‘“‘Well, I’ve been laid 
off. I don’t want my co-signers to pay 
my note. What can I do?” In fact, 
this frank declaration is common. 
And you, as a trained loan man, know 
exactly what to do. You take a lien 
on his car or other tangible personal 
property and agree to extend his note. 
Nine times out of ten he lands a job 
in the course of a few months and, 
although his note finds its place in 
your collection files, you eventually 
get it. Care in approving loans gives 
you a higher class of borrower, who is 
not so frequently out of employment — 
but if out, more quickly creates or finds 
a connection. 


“There are two banks here. The other 
one has a personal loan department. Will 
it be ethical for us to open another?’’—S. 
S. B., New York. 


Who said: “If you can’t beat ’em — 
join ’em!’’ 

Provided your city has a population 
of 20,000 or more, we see no reason 
why both of you should not find 
sufficient volume from your own fields. 
Dallas, Texas, has twelve banks. Ten 
of them have small loan departments, 
and the eleventh is considering an in- 
stallation. It appears from figures 
that there is a migration on foot by 
small borrowers. They are passing 
from second-floor offices of loan com- 
panies to the legitimate lobbies of 
banks. They are rapidly being edu- 
cated to the fact that when emergency 
arises, it is now possible for them to 
find courteous advice and financial 
aid from their banker. It appears 
that it will be some time before the 
field will be crowded with banks, al- 
though there may be less room for 
those artists who have preyed upon 
our less wealthy classes for many 
years. Your carefully supervised small 
loan department will do much toward 
directing your borrowers out of debt 
instead of in. 


The Broker’s Lien 


“LTJERE’S a certificate for ten shares 

of Snow Bank stock. Will you 
give me a loan of $10,000 on it?’’ the 
customer asked. The broker agreed, 
gathered in the stock, sold it, and 
applied the money on an alleged debt 
of the customer. 

“TI had the stock in my possession, 
and that gave me a lien on it until the 
debt was paid,” the broker argued, 
but the Supreme Court of the United 
States ruled in the customer’s favor, 
on the ground that a lien cannot be 


based upon a breach of trust. —M.L.H. 
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RESOURCES MORE THAN ONE BILLION DOLLARS 


Bank 


National Trust & A 


CALIFORNIA 


America 


Savings Association 


@ 


A CONSOLIDATION OF 


BANK OF ITALY 


NATIONAL TRUST & SAVINGS ASSOCIATION 


AND 
BANK R 

HE CONSOLIDATION of these institu- 

tions unites the resources, facilities, 
service, prestige and good will of two great 
statewide banking organizations and 
marks one of the greatest forward strides 
in the financial progress of America. > It 
completes the structure begun by A. P. 
Giannini, bringing to every center of bus- 
iness, of industry and of agriculture in 
California the complete metropolitan serv- 


ice of this billion dollar bank. » The 
growth of Bank of Italy National Trust 


Corporation of America 


IDENTICAL IN OWNERSHIP 


OF AMERIC 


Effective . 
November Third 
Nineteen Thirty 


and Savings Association and Bank of 
America of California is one of the out- 
standing features of American banking 
history. Both organizations have distin- 
guished themselves in constructive 
achievement and in helpful, human, state- 
wide banking service. They have attracted 
a combined patronage greater than that 
of any other bank in the United States. 


‘Bank of America National Trust & Sav- 
ings Association...a National Bank... and 
Bank of America...a California State Bank 
... are identical in ownership and management. 
438 offices in 243 California cities. 
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Where Savings Service Counts 


the bank. We sent one of our best 
men out to call on them and find out 
what they wanted. Then we arranged 
to send them a check periodically. 
As a result of this small service, several 
thousands of dollars in other savings 
accounts have come to us. 

“Sometimes we can, by tactful 
watching, render an even more valu- 
able service. A woman depositor, for 
example, told us she wanted to with- 
draw her savings. She was going to 
buy some oil stock. 

““We asked her if she was sure this 


(Continued from page 13) 


oil company would be sound, or didn’t 
she want us to investigate for her. She 
said no, her brother knew all about the 
oil company and was putting in his 
money too. So we gave her her money. 

*‘A few months later she came back 
and wept in our office. The dividends 
from the oil company had stopped. 
She was afraid all her money was gone 
for good. We investigated the com- 
pany, finding that all the officers were 
crooks with Atlanta prison records, but 
discovering also that they still had 
some cash on deposit in a nearby bank. 


Some of the Banks We 
Have Recently Built — 


Mechanics Savings Bank 
Winsted, Conn. 


Citizens Bank & Trust Co. 
Palmerton, Pa. 


National Union Bank 


Dover, N 


Wachovia Bank & Trust Co. 
Asheville, N. C. 


Central National Bank 
Enid, Oklahoma 


First National Bank 
Oshkosh, Wis. 


Miami County National Bank 
Paola, Kansas 


First Nat’! Bank & Trust Co. 
Massena, N. Y. 

Penn National Bank 

Reading, Pa. 


Citizens Trust Company 
Fredonia, N. Y. 


Security Savings & Com. Bank 
Washington, D. C. 

First National Bank 

Amherst, Mass. 


Perhaps you are familiar with 
some of these buildings. They 
all were Designed, Built and 
Equipped by Hoggson Brothers 
under a Single Contract, with a 
Limit of Cost Guaranteed in 
Advance. 


The officers of any of the above 
banks will give you an honest 
opinion, based on actual expe- 
rience, of the merits of the 
Hoggson Method of Building. 


Send for Portfolio of 
Photographs and Plans. 


First National Bank 
Davenport, Iowa 


Designed, Constructed and Equipped 
by 


: 


We went to the heads of that bank and 
stated our case. With their help we 
were able to get back all of this 
woman’s money and her brother’s too. 

“The oil company left town soon 
after. We had insufficient evidence to 
send them to jail, because they had 
been clever in their work; but we gave 
the facts to the Better Business 
Bureau and they did the rest. The 
woman, meanwhile, has sent every 
friend in her parish to us; tells them 
we’re the best bank in the world. 
Friendliness pays.” 

The Home Savings Bank writes a 
letter of condolence at the death of a 
depositor, or someone in the family. 
These letters are not rubber-stamped 
but are individually written and talk 
to the recipient intimately. They offer 
to do whatever the bank can to help 
straighten out the family affairs. This 
sympathy is always appreciated. 


ANOTHER humble type of useful- 

nesscomes in helping depositors take 
out their first naturalization papers, this 
help saving the would-be citizen from 
paying a needless fee to some con- 


‘scienceless lawyer. By doing a kindness 


to many who experience little kind- 
ness, the bank makes loyal friends. 

But they don’t, in this bank, confine 
themselves to ailing widows and aged 
couples and the foreign-born. Far from 
it! Once upon a time the savings bank 
was the poor man’s bank. Today its 
depositors represent a fair cross-section 
of society. Recently the vice-president 
of a large Massachusetts concern asked 
the bank’s help in showing how he 
could live and pay his bills on a $25,000 
yearly salary. Many wealthy Bostonians 
carry savings accounts with this bank. 

In making new business feel wel- 
come, the bank finds it worth while to 
urge its employees and junior officers 
to mingle with the outside world. It 
encourages its people to serve on com- 
mittees of the American Institute of 
Banking, be active in city and town 
affairs, play in orchestras, be treasurer 
of an American Legion post and other 
organizations, and otherwise amount 
to something in the outside world. The 
president, Carl M. Spencer, is in 
demand as a speaker. 

This policy has two advantages. It 
generates contacts which result in new 
accounts. It also teaches the bank per- 
sonnel how to meet the outside world. 

Obviously, a bank force made up of 
folks who find their fun playing in 
bands and belonging to clubs, is going 
to be smiling rather than frozen-faced. 
That’s why the smile that greets new 
business is spontaneous rather than 
forced, and why the timid depositor 
feels that the man on the other side of 
the counter is really a friend. 
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(Yanadian Notes and Comment 


banking faux pas committed by 

customers of long standing. There 
is food for thought here. Are banks 
losing business by taking their cus- 
tomers’ knowledge of banking and the 
services offered too much for granted? 
At one Canadian branch it was dis- 
covered that an elderly lady customer 
was withdrawing $200 monthly from 
her account and carrying the currency 
six blocks away to the post office where 
she was remitting the amount by 
postal order. This had been going on 
over an extended period in spite of the 
fact that the bank had signs promi- 
nently displayed featuring drafts and 
money orders. The lady afterwards 
was prevailed upon to use the bank’s 
services and expressed surprise at the 
ease in which the remittances were 
arranged. At a city branch an old 
savings customer suddenly stopped 
depositing his weekly wage check and 
opened an account at a competing 
bank far enough out of his way to be 
inconvenient. Investigation showed 
that his employers had switched to 
this bank and the old customer was 
under the impression that his salary 
checks could only be negotiated there. 
At a rural branch a nest of safety 
deposit boxes appeared to be unrent- 
able although repeated attempts had 
been made to interest customers by 
distributing literature and by solicita- 
tion over the counter. The accountant 
of the branch tried a new plan. He 
brought the customers into the vault 
to “inspect” the equipment. Boxes 
were locked and unlocked in their 
presence. The safeguarding features 
and renting procedure were explained 
and demonstrated. All the boxes were 
rented within a month from the com- 
mencement of the demonstration cam- 
paign. 


B banking. are often amazed at the 


* * * 


These incidents support the con- 
tention of one veteran banker that 
bank officers by reason of many years 
of specialized training in their pro- 
fession, often overestimate the cus- 
tomers’ knowledge of bank methods 
and their understanding of the services 
available. It has been found by 
experience that transactions which the 
trained banker believes are simple, 
often are too complicated for the cus- 
tomer’s understanding. This is evi- 
denced by the number of cases on 
record where it has been found that 
old customers have failed to take full 
advantage of all the departments of the 
bank because of ignorance of the 
proper procedure and timidity in ask- 


By G. A. G. 


ing questions and thus exposing their 
ignorance. Some of the Canadian 
banks have gone a long way in meeting 
this problem by preparing booklets and 
literature designed to assist those un- 
familiar with banking procedure. These 
“A. B. C.” guides to banking were 
originally intended for distribution at 
branches where there was a _ large 
foreign clientele many of whom were 


Forty-nine 


operating their first bank account. 
It was found, however, that many old 
customers considered them a valuable 
aid and their distribution has been 
considerably widened. 

In discussing customers’ errors, the 
manager of a country branch in western 
Canada tells of a “‘prize boner”? which 
appears to be in a class by itself. The 


with a 


F all types of business, a bank, perhaps most needs to put 
its best foot forward. It comes into contact with thousands 


of customers daily. 


It must always maintain open house— 


always be at home, as it were—dressed to receive company. The 


to details. 


Write for particulars. 
SYSTEM, INC.,1712 East St.,Elkhart, Indiana. ae 


NNELL 
ELECTRIC FLOOR MACHINE 
It Waxes! 


bank which always presents a spick-and-span appearance is more 
likely to impress its customers with its responsibility, its attention 


Good appearance begins with clean floors. 
Probably one of the first parts of a bank that 
greets the customer’s eye is the floor. It should 
be immaculate. The FINNELL will keep it so. 
On all types of floors, in the lobby, trust depart- 
ment, safe deposit vaults, even behind the 
cages, where the public does not see, the 
FINNELL will wax and polish or scrub, as the 
case requires. It contributes to the attractive- 
ness of the surroundings, with corresponding 
beneficial influence on the personnel. 


Address FINNELL 


It Polishes! It Scrubs! 
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client, a farmer and newcomer to 
Canada, was hauled up before the 
small debts court to answer for an 
obligation to an implement company 
long overdue. The case narrowed 
down to the farmer’s assertion that he 
had paid the account and the imple- 
ment company’s contention that the 
money had not been received. The 
magistrate on hearing the evidence 
turned to the farmer and said that as 
he had remitted the amount, he would 
no doubt have a receipt. This was the 
moment the farmer was waiting for. 
The implement company had been 
chasing him hard and here was the 


chance to knock their case on the head. 
With a dramatic flourish he produced 
his “‘receipt”’ and the court was stunned 
when it was discovered that the 
“receipt” was a New York draft in 
favor of the implement company — 
purchased from an out of town bank 
nearly two years previously. It after- 
wards developed that the farmer was 
under the impression that the bank had 
forwarded the money direct to the 
company and that the draft which 
they had given him was a receipt for 
his money. 
* * * 


Recently constructed bank offices in 


Better Work 
Lower Overhead 
and Complete 
Satisfaction 


HERE is a “best” paper for every purpose. For machine 

posting, bookkeeping and other office machine work, the 
“best” is Typacount Ledger. This fine paper, of rag con- 
struction, handles well, is strong, tough, smooth and durable. 
It takes erasures without fraying. The surface and restful 
color of this paper enable your operators to speed their 
operations without tiring—the result, to you, is better work, 
lower overhead and complete satisfaction. Specify Typa- 
count Ledger for all mechanical accounting forms. 


BYRON WESTON COMPANY 


A family of paper makers for nearly three-quarters of a century 


Leaders in Ledger Papers 


DALTON, MASS., U. S.A. 
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Canada have not only embraced the 
most modern features of bank archi- 
tecture, but have also struck a dis- 
tinctive Canadian note in their deco- 
rative treatment. The history of the 
trade and commerce of a young country 
is being recorded in wood, stone and 
bronze. It is probably fitting that the 
banks which have played an important 
part in the development of the Domin- 
ion should register this advance and 
express it in their architecture. The 
new branch of the Dominion Bank at 
the corner of Yonge and Gerrard 
Streets, Toronto, is an example of the 
new trend in decorative treatment. 
Canadian emblems symbolizing agri- 
culture and shipping are in evidence, 
while significant periods in banking 
history are represented on the Yonge 
Street facade where the first French 
Canadian coin is carved on the right 
and the first coin after Confederation, 
on the left. Canadian flowers, fruits, 
birds and grain motifs appear through- 
out the building. 
* ok * 

The first airplane bank robbery 
recently occupied the front pages of 
the newspapers and now comes Alberta 
with a claim to the first airplane cap- 
ture of bank bandits. Bankers who 
may have thought that a new menace 
was looming up when they read of the 
airplane getaway of the middlewestern 
bank robbers, will derive some comfort 
in knowing that the airplane can also 
be effectively used by the representa- 
tives of the law. In a chase which 
followed a bank holdup in Alberta, 
police officers were transported to 
strategic points by airplane and the 
gunmen were surrounded and captured. 

* * * 


A customer of a Canadian bank tells 
of an instance of intelligent and 
thoughtful banking service which de- 
serves to be recorded. Called sud- 
denly to Europe on business, the 
customer found himself in London 
without his usual letters of credit and 
in urgent need of funds in order to 
swing a business deal. A day or two 
after his arrival he called at the London 
branch of his Canadian bank and 
introduced himself as a customer of 
the bank in Canada. As a stranger, 
he expected to be put to considerable 
expense and possibly delay before a 
credit could be established by cable, 
but to his amazement he was able to 
write a check for the amount he named 
—the London officers intimating that 
if more was required, it would be 
available immediately. Impressed with 
the consideration he had received and 
knowing something of the conservatism 
of the bank, he asked the London 


- manager the answer to the riddle. It 


was then he discovered that the wide- 
awake manager of his bank at home 
had read of his departure to Europe 
in the newspapers and without waiting 
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for instructions had forwarded a signa- 

ture card and the necessary credit in- 

formation by air mail to connect with 

a fast mail boat from another port. 
* 

The arrangement between’ the 
Imperial Bank of Canada and a 
Toronto newspaper whereby the 
Imperial branches in the Toronto area 
will accept want advertisements on 
behalf of the paper, marks a new 
development in Canadian banking. 
Hitherto, the Canadian banks have 
seldom used their branch organization 
for any service not related to actual 
banking. The announcement indicates 
that the banks are taking a leaf from 
department store salesmanship and 
applying it in making their offices the 
business centers of their districts. 

Branch extension continues apace 
in Canada with the August statistics 
showing nine branches opened by the 
Canadian chartered banks and one 
sub-agency closed. The province of 
Quebec added the greatest number of 
new Offices, the Banque Canadienne 
Nationale, opening three new sub- 
branches at Ile Perrot, Val David and 
Boulevard La Salle Verdun. The 
Royal Bank of Canada established a 
new branch to serve the stockyards 
area in Montreal. The Imperial Bank 
of Canada opened two new suburban 
offices in Toronto and the Dominion 
Bank a branch at Long Branch, 
Ontario. A feature of the extensions 
in August was the opening of the 
Bank of Nova Scotia Old Mill branch. 
This office is designed to serve resi- 
dents of Kingsway Park, a Toronto 
suburb, and is located near the “Old 
Mill,” a popular rendezvous for tour- 
ists and visitors. The Nova Scotia’s 
office has been constructed to conform 
with the other buildings in the district 
with an attractive Elizabethan exterior. 


Garnishments—a Bank 
Nuisance 


(Continued from page 25) 


but if one of the initials doesn’t corre- 
spond —‘William F. Green,’ let us say 
—then it is for the plaintiff’s attorney 
to worry about. We will not stop the 
‘W. R. Green’ account on that warning. 

“Yes, it may happen that we hold 
up the wrong account. We were 
garnisheed some time ago in an action 
in which the defendant’s name was 
that of one of our account holders and 
the address given was his. We tied up 
the account. Then came an explosion 
from our customer. This situation was 
finally brought out. Our customer had 
ason who had the same initials. Both 
Wrote their names the same way and 
lived at the same address. Neither used 
a ‘senior’ nor a ‘junior’ with his sig- 
nature. It was the son against whom 


the garnishment was directed. We had 
no account of his.” 


JN Minneapolis, with its large Scan- 

dinavian population, a bank may have 
accounts of a dozen or more Ole Olsons, 
John Johnsons or Nels Nelsons. A 
summons naming one such as defend- 
ant, without clarifying, puts on the 
bank the burden of holding up all ac- 
counts of like name, or checking back 
to ascertain identity. One bank man 
—says he does nothing of the kind in 
such cases — ties up no account and lets 
the plaintiff’s attorney do the clarify- 
ing. But to that an attorney rejoins: 
“If he does so, it’s only because at- 
torneys let him get away with it. 
Naturally, they like to have good rela- 
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tions with the banks, but legally a 
bank is required to hold all Ole Olson 
funds until it learns which Ole is 
meant.” 

With a view to correcting certain 
abuses in garnishment practice, the 
local courts in Minneapolis adopted a 
rule in the autumn of 1929 under which 
such actions have been instituted since. 
While the statute requires issuance of a 
valid summons in a main action, in 
suit for payment of debt, before a 
garnishee summons may be served, the 
court rule goes further and requires an 
actual filing with a clerk of court of the 
complaint in a main action before the 
purely ancillary action, garnishment, 
may begin. 

What constitutes “issuance” may be 


Hundreds 
thousands keys 


for this one 


Here is a safe deposit lock the keys for 
which, sealed in a tamper-proof metal 
lined container, are selected by the 
renter himself. 

Which is set to the keys the renter him- 
self selects. 

Which, while the renter holds his key, 
cannot be opened by any other key in 
existence. 

Which can be opened by the renter him- 
self only in the presence of your vault 
custodian. 

Which, since it is re-set right on the door 
of the box without removal, has no main- 
tenance cost. 


Which can be re-set to any one of hun- 
dreds of thousands of keys. 


It is the Sargent & Greenleaf Secret 
Key Changing Sealed Key Safety De- 
posit Lock, and banks throughout the 
country are adopting it as standard 
equipment in their vaults. 
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Certified pick-proof by 
Underwriters’ Laboratories 


This S & G lock has been certified non- 
pickable by the Underwriters’ Labora- 
tories of Chicago. Higher in first cost, it 
is nevertheless—because of its absolute 
safety, protection to the bank and its 
customers and low upkeep cost—the 
most economical lock a bank can use. 
Such institutions as Union Trust of De- 
troit, Northwestern National Bank of 
St. Paul, Equitable Trust of New York, 
Bank of America of New York, Canadian 
Bank of Commerce at Toronto, Aldine 
Trust of Philadelphia, Exchange Trust 
Company of Boston, have installed this 
lock throughout their vaults. You owe 
it to your bank and your customers to 
investigate. 


SARGENT & GREENLEAF 


Incorporated 
NEW YORK + BOSTON * ROCHESTER * CHICAGO 
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Changed Conditions Demand 


Modern Facilities 


= modern vault, correctly planned, becomes an important factor 
in efficient banking operation. Such is the York vault equipment 
recently completed for the Ohio Savings Bank and Trust Company of 
Toledo. One great concrete structure, heavily reinforced and lined 
top, bottom and sides with special layers of drill proof and torch proof 
steel, it is divided into three sections to meet the individual require- 
ments of the bank. A safe deposit, a trust and a bank security compart- 
ment, each separated by a steel partition and entered by separate vault 
doors, 26 inches in thickness. 


The latest scientific develop- 
ments in locking systems, venti- 
lating systems and design of 
security chests have been em- 
bodied; and the safe deposit 
vault, with its 6,000 boxes, is a 
place of striking beauty. 

The utmost in scientific protec- 
tion, York vaults provide advan- 
tages in design, efficiency and 
appearance. Write for detailed 
information regarding your 
requirements. 


York Safe & Lock Co. 


YORK, PENNSYLVANIA 


Arcuirects—Mills, Rhines, Bellman & 

Nordhoff, Inc., Toledo, Ohio. Equipment 

Encinrers—Halsey, McCormack & Hel- 

mer, Inc., New York, N. Y. Buirtpers— 

ot & Sons Company, Toledo, 
io. 
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NO PASTING TO DO ON 
The “All Automatic’’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 


“(Worth Your Consideration’’ 
Pats, Pend. 


47 SIZES — LOWEST PRICES 
Sample on Request 


STRAYER COIN BAG CO. 
New Brighton, 30 Church St. 
Pa. New York City 


California distributor: 
Banco Corporation, Ltd., San Francisco 
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variously interpreted and the law has 
been called loose in that it lent itself to 
the starting of garnishment proceed- 
ings without a main action in the prob- 
able purpose of “‘building a fire” under 
a defendant and scaring him into pay- 
ing the claim, without any intent to go 
to court. Under the court rule, garnish- 
ment grows out of a main action, sum- 
mons and complaint in which have 
been duly filed and are therefore of 
record. 

The figures do not indicate that the 
rule has reduced the number of garnish- 
ments, but then the city is growing and 
garnishment is a popular resort of 
creditors who want their money. Banks 
know that a summons as garnishee now 
implies enough of a case against a de- 
fendant-customer to justify, in the 
plaintiff's mind, a filing of a main 
action. 

Why should they be interested in 
that? Because they are concerned in 
having only desirable customers. One 
or two garnishments against an ac- 
count holder may not queer him with 
his bank —he may be wholly innocent, 
there may be extenuating circum- 
stances. But a chronic tendency to- 
ward involvement in garnishments will 
lead to a closing out of his account. 


The Reserve System in 
the Repair Shop 


(Continued from page 9) 


cent on their paid-in capital. The 
balance of net earnings is paid into 
the surplus fund of each Reserve bank 
until it is equal to twice the paid-in 
capital. After this the surplus receives 
10 per cent of the net earnings and 
the balance goes to Uncle Sam as a 
franchise tax. In the event of liqui- 
dation, the vast equity established by 
the surplus goes to the Federal Govern- 
ment. In the event of insolvency the 
member banks may lose their paid-in 
capital plus an additional amount equal 
to their investment in Reserve bank 
stock. To some of the member bank- 
ers, it appears that Uncle Sam is 
playing a bald game of “Heads I win 
and tails you lose.” 

Needless to say, many of the member 
banks, particularly the smaller ones, 
have resented this division of income. 
This resentment has been reflected in 
the failure of the Reserve System to 
make any progress since the end of 
the war. It is no secret that the 
fathers fondly envisioned the day when 
all the banks in the country would be 
members. After the war time pres- 
sure came to an end, the system found 
itself with about 60 per cent of the 
banking resources of the country. 
There it has hovered for the past 
eight years. On the basis of numbers, 
about one-third of the banks of the 
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of small banks without the fold are 
quite candid in admitting that mem- 
bership involves a pecuniary sacrifice 
not compensated by the benefits. 

However, the bankers are not quite 
in agreement about the matter them- 
selves. There is some apprehension 
that the Reserve banks, if pressed for 
profits, might take some _ business 
which private banks now enjoy. On 
the whole, this fear is felt by the large 
rather than the small banks. The 
latter feel very strongly that the 
government ought to deal more liber- 
ally with them. In representation of 
this class, Senator Glass introduced a 
measure in the last Congress designed 
to re-apportion the earnings of the 
Federal Reserve banks so that member 
banks will receive at least a fifty-fifty 
split with the state. 

Nor can there be any doubt that 
Congress, the Senate particularly, will 
bring the full flare of its flamboyant 
pyrotechnics to bear upon the stock 
market. The failure of the authorities 
to halt or even seriously check the 
ebullient market of last spring and 
summer, still rankles. From an excess 
of optimism, the country is now 
plunged in the depths of business 
gloom. At this stage when the nation 
needs every note of cheer, the stock 
market is subjected to the hammering 
of professional bears. Millions of 
people have acquired the habit of inter- 
preting the condition of the country by 
the fluctuations in the security market. 

The Chamber of Commerce of the 
United States has questioned the 
propriety of the presence on _ the 
Federal Reserve Board of the Secre- 
tary of the Treasury. It has made it 
very clear that this was not a reflection 
upon the capacity or integrity of the 
present incumbent. This position 
rests upon the fact that there is often 
a conflict of interest between the 
Secretary as the chief fiscal officer of 
the state and as a member of the 
governing board of the central bank. 
For example, when the board decided 
two years ago that stiffer money rates 
were necessary to check speculation, 
it raised its discount rates, the rates 
on bills purchased in the open market, 
and emptied the portfolios of the 
Reserve banks of government securi- 
ties. The rise of interest rates which 
ensued had a depressing effect on the 
bond market. It forced the Treasury 
in its refunding operations to pay 
rates that were unprecedented in 
limes of peace. 

Another illustration of this conflict 
of interest occurred during the war 
when Mr. McAdoo was our finance 
minister. The course of inflation was 
actually stimulated by the necessities 
of war finance. Mr. McAdoo domi- 
nated the board and monetary and 
banking policies were deliberately sub- 
ordinated to fiscal convenience. This 
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Substitutes 


N THE old school days, a substitute 
teacher never seemed on a par with 
the regular teacher. The same line of 
thought can apply to Night Depositories. 


“The Yeo Rotary’ is the Original 24-Hour 
Deposit Service; other depositories may 
perform the same function of receiving 
deposits, but the finesse in design and 
operation of “The Yeo Rotary” is peculiar 
to itself. 


ROTARY TAKEN APART SHOWING 
ACCURATE WORKMANSHI 


E BANK VAULT INSPECTION Co. 
| 38 South 18th St., Philadelphia, Pa. 


Without BReowen. lease send complete infor- 
| mation on “The Yeo Rotary Night Depository.” | WRITE 
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The Only Standard System 
for the Proper Care 
of Keys 


IDENTIFIES 
PROTECTS 
CLASSIFIES 
CONTROLS 


Write for a complete descriptive to 


Thayer TelKee Corp., 656 So. Los Angeles St., "pe Angeles, Calif. 


In writing to advertisers please mention The Burroughs Clearing House 


HS 
has = 
ob- 
der 
ay- 
im- 
now 

d in 

‘um- 

4 4 

The 
into 

bank 
id-in af 
eives 
and 
id-in 
equal 
ld be A SINGLE KEY UNA 
pres- ae CCOUNTED FOR CAUSES COSTLY CONFUSION _ 4 
oun 
TEL 
past EE Your KEys 
of the 
sands 
. 
NG 


gee 


Fifty-four THE BURROUGHS 


Electric 


LicurTens the peak load of the interest 
* period because it figures savings interest 
quickly, easily and accurately. Also re- 
duces overtime and lessens mental fatigue. 


4 


During the rest of the year the machine 
: may be profitably used on such work as: 
* Figuring average daily Figuring interest on 

‘ balances on checking ac- notes in Loan and Dis- 

counts. count Department. 

A Figuring float. Checking mortgage in- 

a uring interest due to 

"i customers on individual Handling various calcu- 

- accounts. lations in the Bond De- 

partment, for example, 

f, Figuring interest due to checking invoices or fig- 

2 correspondent banks. uring interest. 

; For a complete demonstration of the results from the 

a useful Burroughs Electric Calculator tele- 


phone or write to our nearest office. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


a 

ADDING BOOKKEEPING - CALCULATING BILLING MACHINES § 
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DELIVERED 


13 Column Size, 


$400 


ADDING 


BOOKKEEPING 


Note these features : 


1—Light, uniform key touch 

2—‘9’ key depressed as easily as the ‘1’ 
3—Each key always registers its full value 
4—Easily operated; motor does the work 
§—Clearing bar instantly clears the dials 
6—Dials are large and figures legible 
7—Easily carried to any desk 


* CALCULATING AND _ BILLING MACHINES 
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was true of every nation under arms. 
With the first pressure of expenditures 
upon receipts, the finance minister 
turned his eye toward the central 
bank. The aftermath constitutes a 
dark page in financial history. With 
splendid resolve, the law-making 
bodies of the erstwhile belligerents 
have erected barriers intended to pro- 
tect the chastity of the central bank. 
The political state and the bank were 
“irrevocably” divorced. Definite lim- 
itations were placed upon the accom- 
modations which the Treasury could 
get from the bank. In line with the 
virtuous course of other nations, it is 
now proposed to dismiss the Secretary 
of the Treasury from the board of the 
central bank. There is_ sufficient wer: 
animus in the Senate against Mr. 
Mellon to assure the Chamber’s pro- 
posal a measure of ardent attention. 
Another matter which may receive 
consideration is the frank recognition 
of the concentrated character of cen- 
tral bank control. The autonomy of 
the twelve Reserve banks is a fiction. 
The seat of power is in Washington. 
It is very doubtful if Congress can be 
persuaded to recognize the fact and 
treat the twelve banks in their true 
light as branches of the central bank. 


WHILE the Reserve System is in the 

repair shop, there is one other mat- 
ter which may be called to the attention 
of the mechanics, but only with some 
diffidence. If A sells a bill of goods to 
B and receives an acknowledgment 
in proper form, plus a promise to pay 
at some definite time in the near 
future, he may discount that obligation 
at his bank and the bank in turn may 
take it to the Reserve bank and dis- 
count it a second time. Such a credit 
instrument is “‘eligible for rediscount,”’ 
in the language of the law. The in- 
strument, of course, is mortal and 
by no means default proof. However, 
if A comes in with $1,000 of New York 
Central bonds, or ten shares of A. T. 
and T., the bank, while gladly accept- 
ing it as collateral, cannot use it in 
turn for a loan from the Federal 
Reserve Bank. In the light of every 
normal banking consideration, this 


Increases efficiency and reduces fatigue in office 
work. The support for the back—at the exact spot 


», where the spine needs support—is an extremely second loan to A is as good if not 
s important factor in the promotion of health, vigor, better than the first. Yet the Reserve 
a | alertness and efficiency. bank will have nothing to do with 
paper resting upon such a foundation. 

All metal construction, easy adjustment without The Reserve Act sternly refuses to com- 

tools, ball bearing swivel and thick cushions are a promise with speculation. There is 

_ few of the features of the Burroughs Chair. For little prospect that the coming legis- 

more information call our local office or write to lature will regard the overtures of the 


stock market on this matter with any 
a more tolerance than past legislatures. 
ae The current depression in business, 
BURROUGH A INE COMPANY as well as the sustained and widespread 
° G interest in present banking problems, 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO are likely to sharpen the zeal of the 
new Congress. The end of the coming 
session may well see substantial amend- 

A DJ USTABLE TO ANY PO SITION ments to the Federal Reserve Act. 
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